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MUTUAL SECURITY ACT OF 1959 


TUESDAY, APRIL 21, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 


The committee met at 10:40 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Morean. The committee will come to order. 

We meet in executive session for a continuation of the hearings 
on extension of the Mutual Security Act for fiscal year 1960. 

Our witnesses this morning are the Honorable Walter S. Robertson, 
Assistant Secretary of State for Far Eastern Affairs; Captain Thomas 
F. Howe, and Dr. Raymond T. Moyer. 

Mr. Secretary, you may proceed, sir. 


STATEMENT OF HON. WALTER S. ROBERTSON, ASSISTANT SECRE- 
TARY OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Rozertson. Mr. Chairman and members of the committee, I 
welcome the occasion to appear before you at this time in support of 
the mutual security program. 

In discussing the pertinent aspects of our foreign policy in the 
Far East, I shall give special attention to the Communist Chinese 
aim to drive the Chinese Government from Taiwan, bring about a re- 
duction of U.S. power and influence in the western Pacific, and to 
bring Asia under Communist domination. As this committee is 
among the best informed in the Congress on the political importance 
of the Far East, I shall confine myself in this statement to the salient 
features of the situation as it stands today, with some indication of 
what it portends. I shall draw your attention once again to the in- 
calculable value of the mutual security program as a material support 
to the application of U.S. foreign policy, and to free world security 
in the Far East. I am convinced that authority for continuation of 
that program on an adequate scale is indispensable to the success of 
U.S. diplomacy in the Far East in the present world conjuncture. 

The specific aid programs will be discussed ~<a ms . F. Howe, 
USN, of the Far East ion, Department of Defense, and by Dr. 
Raymond T. Moyer, ICA Regional Director for the Far East. 

he Far East comprises the land and sea area formed by Japan, 
Korea, China, the Philippines, Vietnam, Cambodia, Laos, Thailand, 
Burma, Malaya, Indonesia, Australia, and New Zealand. More than 
a third of the earth’s population lives there in widely contrasting cir- 
cumstances—freedom and slavery, abundance and poverty, industrial- 
ized urban areas and stone-age tribal communities. It is a farflung, 
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diverse, unstable area where a great struggle is going on, the out- 
come of which may well determine whether freedom or communism 
shall prevail in the world. 

Communist China poses a threat which commands our first atten- 
tion. It controls one-quarter of all humanity and disposes of great 
military manpower. It threatens everywhere and concedes nowhere. 
In close alliance with the Soviet Union, it is making every effort to 
expand by subverting the free countries of the Far East through 
military threats and pressures, economic warfare tactics, diplomatic 
and political intrigue, infiltration, propaganda, and all the other 
standard penetration devices of international communism. The sub- 
versive capabilities of Communist China are enhanced in the Far East 
by such basic factors as: 

(a) The central dominant geographic position of Red China with 
its huge regimented population in contrast to the much smaller coun- 
tries scattered about its rim. 

(6) The presence in southeast Asia of over 12 million overseas 
Chinese. 

(c) The inadequate regional unity and cooperation existing among 
the free nations of Asia. . 

(d) The inexperience in government and management in the free 
Far East, it being recalled that 8 of the 11 Asian countries named 
above gained independence since 1945. 

(e) The surge of nationalism and anticolonialism which is often 
reflected in suspicion of western countries. 

(f) The sudden transformation of the U.S.S.R. in 40 years from 
a relatively backward country to a modern industrial-scientific giant. 
Communist China is now striving to make a similar great leap for- 
ward but in a greatly compressed period of time. Provided they over- 
look the disastrous price paid in human values, this Communist 
formula for quick material results can appeal to the impatient temper 
of Asian peoples grasping for the first rung of the ladder leading 
out of age-old poverty and oppression. 

All these factors are fully exploited by the Communists in their 
relentless drive for domination of the Far East. In pursuing their 
ambitious material goals, the Chinese Communist leaders have calcu- 
lated that their program would be unattainable without transforming 
the Chinese people into complete and unthinking tools of the state. 
To this end they have organized with particular intensity over the 
past year virtually all of mainland China’s peasantry into “com- 
munes.” Under this appalling system, which is liquidating family 
life and destroying all human values, the people are turned into mere 
robots serviceable to the state for whatever tasks it assigns. What is 
even more ominous is the militaristic character of the commune 
system. Using the pretext of American aggression and to the ac- 
companiment of a strident anti-American campaign, the Peiping 
regime has drafted the entire adult population both inside and out- 
side the communes into a “peoples militia,” organized on regular 
military lines. This “peoples militia” supplements the regular 
Chinese Communist armed forces totaling 2.5 million men and a mil- 
lion-strong public security apparatus. 

Meanwhile, there is an increasing arrogance in Peiping’s outlook 
on the world. It appears to care less and less about the opinions 
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of outside countries. It is developing a dangerous overconfidence. 
It does indeed feel that the “East wind will prevail over the West” 
and that communism is the “irresistible wave of the future.” 

All this was evidenced in their foreign policy actions over the past 

year. 
' The first sign in 1958 of Peiping’s harsher line appeared in April 
when it launched a campaign of all-out economic warfare against 
Japan. It severed economic and cultural relations with Japan just 
before the Japanese elections. It seized Japanese fishing vessels 
off the China coast. It suspended repatriation of Japanese nationals. 
It called openly for the defeat of Japan’s liberal Democratic Party 
in the May elections. 

All this failed of its immediate purpose. Peiping then carried 
its campaign against Japan a step further. It urged overseas Chinese 
merchant communities, which are highly influential in the commer- 
cial life of southeast Asia, to boycott Japanese goods. At the same 
time it flooded southeast Asian markets with Red Chinese products 
at cut-rate prices. This was done to gain foreign exchange, of cou 
but also it was done to drive Japan and other countries out o 
southeast Asian markets and to penétrate the countries of the area 
politically with economic weapons. 

In es uly Peiping launched a new drive to seize Taiwan. The 
massive shelling of the Quemoy Islands which opened on August 23 
and all subsequent events are too fresh in our minds to bear repeating, 
but I do wish to underline some of the lessons of that recent crisis. 

The Chinese Communists are out to get Taiwan, not the offshore 
islands. They have clearly demonstrated by word and deed that 
they will oppose any solution to the offshore islands problem which 
does not serve the Communist objective of acquiring Taiwan and 
eliminating free China whose existence is a major obstacle on com- 
munism’s path of expansion. The Communists are embarked on 
an intensive campaign against the Republic of China, involving 
military, political and psychological pressures which can be applied 
in varying combinations as may be most tactically expedient. 

It is absolutely certain, I believe, that if the United States were 
to fall back in the face of such threats as those contained in Peiping’s 
artillery assault against Quemoy or in Khrushchev’s crude, insulting 
letter to the President (which the President rejected) that would 
merely confirm the rulers of the bloc in their enoueen regarding 
the efficacy of force and threats. Not only would this induce further 
Communist probings in the Far East but it would also magnify the 
risks of war. That is why, during the height of the Quemoy crisis, 
our friends in the Far East were so anxious that we stand firm and 
why, if we do not stand firm, they may feel compelled to reevaluate 
their positions accordingly. I think we can say with all realistic 
modesty that our friends in the Far East look to us as the main coun- 
terpoise to Communist expansionism. As the London Economist 
stated last autumn about the attacks on Quemoy: 

It is the complete disappearance of the American presence from the scene 
that the Communists are after. And whether antiwestern feeling and neutral- 
ism are weak or strong in these Asian countries, and whatever their public 


postures, they know well enough that if the eagle once takes flight, the dragon— 
and perhaps the bear, too—will have to be propitiated. 
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The shocking suppression of freedom in Tibet by Communist 
China gives dramatic point to this mounting arrogance. Peiping 
has overthrown the established Government of Tibet and taken up 
arms against the Tibetan people. Communist China in this bloody 
and unprincipled action has shown its true face to its Asian neighbors. 

The foregoing developments and opinions attest to the fact that the 
threat of Red China has never been so broad and ominous as it is 
today. It emphasizes anew the challenge posed to our way of life. 

Since the Communist regime in China is unlikely to be replaced 
in the foreseeable future and is most unlikely to be alienated from 
the U.S.S.R., our principal means for dealing with the threat it poses 
will continue to be: (a) by maintaining an adequately strong U.S. 
military posture to deter and, if necessary, to counteract Communist 
aggression; (6) by continuing to help build up the military, political, 
and economic strength of the free Far East as rapidly as feasible; 
(c) by exerting such means (i.e., nonrecognition of Red China and 
opposing its seating in the U.N.) as are available to us to check the 
growth of Chinese power and influence. 

The free countries of Asia face vastly complex problems in the de- 
velopment of their political processes and in attaining economic 
growth. They are desperately seeking to maintain and consolidate 
their independence. They look to the United States for assistance, 
not only because of our great military and economic power but also 
and more importantly because they know that we share their objec- 
tives of promoting independence, human values, and improved condi- 
tions of life. They know, and we know, that our security and progress 
are related to theirs. 

All the countries of the Far East have come in recent years to have 
a far keener understanding of the nature of the Communist menace 
and with our help, which they urgently need, they are year by year 
placing themselves in a better position to meet the threats and diflicul- 
ties that beset them. Grave problems remain and there are no grounds 
for complacency. However, the situation today in the Far East is a 
marked improvement over that prevailing several years ago when the 
area was wracked by wars and widespread insurgency, accompanied 
by the loss to communism of Tibet and north Vietnam. 

Since 1954 no free territory has fallen under Communist domination 
in the Far East. The countries of free Asia have since then enjoyed 
a degree of security that enables them to concentrate some of their 
energies on the task of economic growth and development. This has 
released the positive and constructive energies of the peoples of Asia. 
But for U g foreign policy and its indispensable support, the 
mutual security program, it is certain that a number of Far Eastern 
countries would now be part of the Communist empire. This main re- 
sult of our policy, the existing freedom of the non-Communist coun- 
tries of the Far East, is well worth all that it has cost. The effort and 


the price of foreign aid should be measured in terms of the value of the 
main result. Mistakes and shortcomings in the administration of the 
mutual security program must not be allowed to obscure the enormous 
contribution it has made in helping achieve the major objectives of our 
foreign policy. 

The role of American aid in the Far East varies according to the 
special situation in each recipient country. It is determined by need, 
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by the state of our relations with the country, by the nature of its 
foreign policy, and by our foreign policy objectives respecting it. 
Aid is essential to help friendly countries in the Far East grow in 
strength and retain their national freedom. 

We assist the embattled divided countries—Korea, Vietnam 
China—with all forms of aid to the extent of their essential need 
so far as our resources permit. These three countries, each a front- 
line defense against the forces of international communism, receive 
the bulk of defense support aid to the Far East and extensive mili- 
tary and other forms of assistance. 

We assist other countries in the Far East with which we have se- 
curity arrangements, except Australia and New Zealand, with mili- 
tary and economic aid to lend strength to their defense posture in 
all its aspects—political, military, economic. These countries in- 
clude Japan, the Philippines, and Thailand. 

We extend assistance of one kind or another also to countries which 
have a foreign policy of neutrality, because each of them is friendly 
and wishes to remain nationally independent. Their continued in- 
dependence is important to the security of the free world. Our aid 
io each such country is extended within a carefully considered frame- 
work of recognized common interest, all factors considered, includ- 
ing the existence of any Communist bloc aid or credits to the same 
country. 

So far, only three Far Eastern countries—Burma, Indonesia, and 
Cambodia—have accepted Communist bloc aid. U.S. aid to these 
three countries helps them to avoid becoming unduly dependent upon 
bloc aid. 

The adoption by the bloc of aid techniques substantially similar 
to ours reflects the Communist estimate of the effectiveness of our aid 
programs as an instrument of our foreign policy. It must be said, 
too, that the Communist ability to intrude their politically fashioned 
aid programs into the free world portends internal trouble for any 
recipient country unable to restrain organized Communist subversion 
within its boundaries. Every one of the “neutral” countries has cause 
for alarm over the organized Communist activities which may now 
give momentary support to the existing government but have the ulti- 
mate purpose of supplanting it with a Communist government under 
alien control. 

I wish to dwell for a moment on the importance of the economic 
development front in the struggle with international communism. 
In the Far East a number of countries are newly sovereign, inexperi- 
enced in the arts of national government, and confronted with an 
urgent popular demand for rapid economic growth and eg pak: para 
Economic development does not of itself produce political and social 
stability. Stability presumes confidence in government and a sense 
of national unity. It is rather a dynamic and can be a disturbing 
process, displacing much that is old in outlook and custom to make 
way for the new. However, in the present world scene, a respectable 
rate of economic development is a political issue in every underdevel- 
oped country with the Communist alternative promising “get rich 

uick” schemes held before the people by Communist prop da. 
Economic development, with an attendant upward trend in living 
standards, has therefore become indispensable to popular confidence 
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in non-Communist government. It is therefore imperative that the 
Development Loan Fund be supplied with adequate funds to play well 
its crucial part in resolving this issue in favor of the free world. 

I am convinced that authorization and appropriation of the amount 

roposed for the fiscal year 1960 is of vital importance to our national 
interest. I should like to reemphasize that the mutual security pro- 
gram is essential to the attainment of our foreign policy objectives. 
Its effectiveness would be reduced by truncation of the carefully devel- 
= program underlying the request for the coming year. We 
already have achieved much in the Far East with the help of this 
program. 

Survival of the free world in the face of Communist imperialism 
will depend upon continuity of our policy, adequacy of the means for 
its support, and perseverance in our chosen course of action. 

Thank you, Mr. Chairman. 

Chairman Morean. Thank you, Mr. Secretary. 

Captain Howe, you may proceed. 


STATEMENT OF CAPT. THOMAS F. HOWE, USN, FAR EAST REGION, 
OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE FOR 
INTERNATIONAL SECURITY AFFAIRS 


Captain Hows. Mr. Chairman and members of the committee, 
U.S. interests in the Far East region are as vital and in as great 
jeopardy today as they were last August when the peace of the world 

ung in the balance over the Taiwan Strait. It would be suicidal folly 
to assume that the Soviets, having diverted our attention to the onrush- 
ing Berlin crisis, will confine their probing of free world defenses to 
that single area. The probability is far greater, and much more char- 
acteristic of Communist tactics, that they will engineer another simul- 
taneous crisis on the other side of the globe so as to engage us on two 
or more fronts at the same time. This is an eventuality against which 
we must guard ourselves well. It behooves us to profit by the expe- 
rience of the very recent past by continuing to maintain and oi mg 
the common defense cat collective security of the Far East. By so 
doing we hope to insure that our allies in that constantly threatened 
and strategically important region will be prepared, as one was last 
fall, to meet and aidbeend the next thrust wherever it may strike. 

The very nature of this vast area makes it vulnerable and tempting 
to the Communists as a target for complete subjugation. The almost 
1 billion inhabitants of the Far East represent one-third of the world’s 
population. Two-thirds of them are already within the Communist 
grasp, and we may be sure that there will be no lessening of effort by 
the Sino-Soviet bloc to sweep the remaining third behind the Bamboo 
Curtain. The continuing independence and integrity of the free na- 
tions of the Far East is of paramount importance to the security and 
peace of the world. They are irreplaceable links in the great inter- 
chain of defensive alliances which encircles the perimeter of the Sino- 
Soviet bloc. 

Behind the far eastern are of that perimeter the Communists dom- 
inate a half a billion mainland Chinese, 814 million North Koreans 
and 14 million inhabitants of north Vietnam. They command a mil- 
itary force of over 314 million armed men, as well as an already sizable 
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and constantly expanding jet air force. This military threat is aggra- 
vated and augmented by hard-core Communist cells and military 
cadres en ares subversion within the free nations of Asia them- 
selves. Geographic proximity heightens the imminent danger of both 
military and subversive threats against our Far Eastern allies. Laos, 
for example, has a common border of 600 miles with Communist China 
and north Vietnam; and both Korea and Vietnam are divided coun- 
tries—half oppressed, half free. 

The precariousness of peace in a situation such as this is self-evident. 
An act of aggression anywhere in the area would jeopardize our own 
security and that of the entire free world. It is, then, clearly in the 
best interests of the United States to do everything in its power to 
strengthen the defenses of the Far East and to bolster the determina- 
tion of the free nations throughout the region to resist the mounting 
pressures of militant Communist imperialism. Because strength in- 
spires confidence, the surest means toward that end is continued sup- 
port, through the military assistance program, of our allies’ efforts 
to create military establishments which can cope in some measure with 
the enormity of the threat. These allies, who would bear the brunt 
of the initial attack, are maintaining, with our assistance, armed forces 
totaling 1,800,000 men. Without this effort we would have to station 
far greater numbers of American troops in the area, at enormously 
larger cost both to American taxpayers and American families. 

The arrangements under which the United States participates in 
the collective security of the Far East are several. These include mu- 
tual defense treaties with the Republics of China, Korea, and the Phil- 
ippines; security treaties with Japan, Australia, and New Zealand; 
military aid agreements with the Governments of Japan, Vietnam, 
Thailand, Laos, and Cambodia, as well as those countries with which 
we have mutual defense treaties. In addition, the United States is 
party with seven other nations to the Southeast Asia Treaty Organi- 
zation and the protocol thereto. Pursuant to the provisions of these 
several collective security arrangements, the United States has been 
cooperating in a mutual effort to provide an effective defense of the 
Far East. region. In support of this mutual effort, the United States, 
during the period 1950-59, provided $5.715 billion in military goods 
and services. 

The soundness of this investment is attested by accomplishments 
both tangible and intangible. The free nations of the Far East par- 
ticipated in these collective security arrangements when it was a risk 
to do so and to date have resisted the blandishments and threats of 
the Sino-Soviet bloc. The military and economic assistance we have 
provided to these allies, as well as to the uncommitted countries of 
the area, has encouraged them to resist Communist pressures by offer- 
ing concrete evidence of U.S. partnership in their struggle for con- 
tinued independence and economic progress, neither of which can long 
exist apart from the other. 

The most noteworthy accomplishment of the military assistance pro- 
gram in the Far East during the past year was the successful weather- 
ing of the crisis in the Taiwan Strait. Our Chinese Nationalist allies 
would not have been able to withstand the initial assault had it not 
been for the training and material provided through the military as- 
sistance program during the years before the guns opened accelerated 
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fire on Quemoy. It was the military strength already in being at that 
moment, the result of careful planning and cooperative effort by the 
Chinese Nationalists and the United States, that made it possible for 
the Chinese forces on the offshore islands to hold fast at the outset. 

These tangible accomplishments of the military assistance program 
for the Government of the Republic of China are written in history. 
These forees, trained, equipped, and supported by U.S. assistance, 
stood and withstood an act of aggression which threatened the peace 
of the entire free world. The firmness with which they and we re- 
sisted and refused to yield to Communist threats provided our other 
allies in the Far East region with a shining and successful example 
of solidarity and determination which, in turn, has bolstered their 
own confidence in the concept of collective security and the validity 
of common defense. However, these successes should not lull us into 
overconfidence; time has not stood still; intelligence reports indicate a 
Chinese Communist buildup on the mainland that must be counter- 
balanced. 

Japan has continued to develop elements of strength. There is 
definite evidence of a growing awareness on the part of the Japanese 
of the importance of an adequate defense establishment, and of in- 
creasing public acceptance of the Japanese self-defense force. Dur- 
ing the past year, Japan’s Army has taken over responsibility for their 
own ground defense, thereby making possible the redeployment of 
U.S. Army combat forces to other assignments. Two large-scale field 
exercises conducted by the Army during the last year revealed high 
standards of maintenance and a sound approach to the logistical prob- 
lems involved in sustained combat operations. 

The Japanese Navy has been strengthened by the provision of elec- 
tronic and ordnance equipment for destroyers, submarine chasers, and 
minesweepers which were activated during fiscal year 1959 under the 
Japanese shipbuilding program, Additional ships were also provided 
by U.S. ship-loan legislation. These ships, together with antisub- 
marine aircraft, will increase the effectiveness of Japanese forces, 

The Japanese air self-defense force training system, both pilot and 
technical, is now expanding. By the end of the fiscal year, there will 
be approximately 7,000 students in training as compared with 4,000 
the previous year. This will create a solid basis for future unit ac- 
tivations and hasten the takeover by the Japanese of responsibility for 
their own air defense. 

In addition to increasing Japan’s self-defense capability, the United 
States has also sought through the military assistance program to 
foster the development of defense industries in such a manner as to 
strengthen the overall economy of the country. The Japanese are cur- 
rently producing U.S. type aircraft in Japan under two cost-sharing 
agreements. In addition, vehicles for other MAP recipient countries 
in the Far East are being manufactured in Japan under contracts very 
favorable to the United States as to cost. 

Across the Sea of Japan, the Republic of Korea continues to be an 
important and vital element of free world strength on the mainland of 
Asia. The growing strength of the Sino-Soviet bloc is an ever-pres- 
ent menace which serious} 


aco wg the security of South Korea. 
Even though the Chinese Communists claim to have withdrawn their 


forces across the Yalu River, even there they would remain within a 
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few days march of the 38th parallel. And, in addition to the overt 
military threat, North Korean infiltration operations aimed at both 
espionage and subversion continue unabated. 

Significant progress was made in the development of sound pro- 
cedures with respect to accounting for and properly utilizing MAP 
material. Since 1957 military assistance funds have provided logisti- 
cal support for some 5,700 men of other national forces assigned to the 
United Nations command. 

Extending the chain southwestward, U.S. support of the defense 
of the Far East region includes the provision of military assistance 
to Laos, Cambodia, Vietnam, and Thailand. The first of these south- 
east Asian countries offers an example of an extremely difficult chal- 
lenge to all concerned with the mutual security program as an instru- 
ment of U.S. foreign policy. Eighteen months ago, Laos was all but 
conceded to the Sine Gonian bloc; it was generally believed to be but 
a matter of time before it would slip behind the Bamboo Curtain. To- 
day, in spite of many difficulties still unresolved, Laos remains within 
the non-Communist world, thanks in large part to U.S. sup- 
port and encouragement. The Laotian Army maintains internal 
security, as well as external security by way of border outposts and 
patrols in a sparsely settled, rugged country on the 600 miles of fron- 
tier. This army had a stabilizing effect while the issue between the two 
ideologies was in the balance, and has continued to suppress banditry 
and Communist dissident action in a country once almost given up 
for lost to the Sino-Soviet bloc. Construction of much-needed roads, 
sanitation facilities, and the digging of wells for the civilian popula- 
tion by the Laotian Army provides the Laotian people with tangible 
evidence of the practical benefits of U.S. cooperation and free world 
partnership. 

In Cambodia, too, progress was made in strengthening the capability 
of local armed forces to resist Communist infiltration and control 
Communist subversion. 

The fiscal year 1959 military assistance program for Cambodia has 
emphasized the development of an integrated logistics base for Cam- 
bodian forces in conjunction with their relatively rapid transition from 
a colonial force to a national force of an independent country. Al- 
though accepting economic assistance from the bloc, Cambodia’s re- 
fusal to accept offers of military assistance from Communist China 
indicates a measure of success of the U.S. program which is aimed 
largely at precluding Communist influence from the generally pro- 
West Cambodian armed forces. 

Neighboring Vietnam has continued to develop as the principal bul- 
wark of the free world on the mainland of southeast Asia. A reason- 
able degree of internal security has been achieved by the government 
of President Diem, and its armed forces continued to improve in 
effectiveness; however, they are opposed by north Vietnamese forces 
estimated to number over 300,000. 

A new division organization has been field tested in all types of 
terrain and adopted asastandard. This reorganization, which will be 
completed in 1959 will increase the effectiveness of the south Viet- 
namese forces without requiring additional personnel. Training of 
divisions and separate units has progressed satisfactorily, and the 
esprit de corps of the forces has continued to improve. The Vietna- 
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mese Navy has been strengthened by the reorganization of a naval 
shipyard and the modification of operating procedures. This shipyard 
is now capable of accomplishing all overhauls. During the past year, 
Vietnam’s air depot has attained the capability to repair light aircraft. 

The military assistance program has made it possible for Thailand to 
maintain an adequate military posture while simultaneously pursuing 
its equally important efforts with respect to economic progress. 
increased number of field exercises and proficiency tests by units up 
to and including battalion strength have demonstrated continuing 
improvement in operational efficiency. The training conducted in 
fiscal year 1959 by the Thai military, augmented by the experience 
pate | in major joint exercise participation, has substantially im- 

roved Thailand’s ability to defend itself and contribute to the col- 
ective defense capability of the Southeast Asian Treaty Organization. 

Burma, representing an important potential conquest to the Sino- 
Soviet bloc, shares a thousand mile unprotected border with Com- 
munist China. While neutral Burma accepts assistance from both 
East and West, in the field of security it has chosen to turn to the 
United States. This indicates that the armed forces may be expected 
to resist any concessions to Communist-controlled interests. 

In Indonesia the Communist Party is well organized and has been 
effective in creating a disturbed situation. The Indonesian Arm 
has emerged as the major force which might stem Communist ad- 
vances. 

Asa result of credit financing transactions, 12 C-130 transports were 
delivered to Australia in fiscal year 1959. Australia and New Zealand 
are currently engaged in studies looking toward modernization of 
their forces and greater utilization of U.S. type equipment. 

The military assistance program for the Philippines has been a 
deciding factor in the suppression of the Huk movement and in main- 
taining and preserving internal security. More recently, it has been 
assisting the Army to reorganize along divisional lines so as to in- 
crease its capability for defense against external attack. The Philip- 

ine Navy participated, during fiscal year 1959, in several joint United 
States: Phi ippine antisubmarine, mine, and harbor defense exercises. 
MAP furnished training has also been responsible for an improvement 
in maintenance and readiness over the last 2 years. Modernization of 
the Philippine Air Force is underway. 

These and all the other accomplishments I have been outlining are 
the result of joint effort by the United States and the individual coun- 
tries to hick we are furnishing military assistance; but these gains 
have not been made easily. Any program as large and complex as the 
military assistance program is inevitably difficult to administer. The 
background, traditions, and customs of our Far Eastern allies are, in 
many cases, different from our own; and this divergence creates prob- 
lems which preclude efficiency as we know it. The Department of 
Defense and particularly the responsible military commanders conduct 
continuing reviews of the implementation of the program in the field. 
The Subcommittee for Review of the Mutual Security Programs, as 
well as the General Accounting Office, has also studied our program re- 
sults and has made helpful recommendations. Action initiated as a re- 
sult of these reviews will insure that the effectiveness with which the 
program is administered will continue to improve from year to year. 
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Through our military assistance program we have tried to provide 
both the old and the new countries oF the Far East with the means, first 
to establish and maintain their internal security, and in so doing, to 
present a strong deterrent to the innroads of communism, and secondly, 
to preserve their independence by protecting themselves against ag- 
gression. At this point, it is most important to stress the fact that 
our Far Eastern allies do not themselves have capability to adequately 
“ with the Communist threat. 

o carry out U.S. ysis, 9 policy objectives and to improve 
the defense capability of our Far East allies in the coming year, it is 
proposed to continue military assistance to this crucial area in the 
amount of $567.2 million during fiscal year 1960. About 70 percent 
of this $567.2 million will be utilized to provide spare parts and neces- 
sary overhaul and upkeep of existing equipment as well as replacement 
equipment for those items which are beyond economical repair. These 
replacement items will in some cases simplify maintenance problems, 
It will also provide for routine training and logistic support items 
required by a military force. The remaining funds will be utilized to 
provide more aircraft; more and later types of tanks as well as other 
weapons with greater firepower for the ground forces; amphibious, 
antisubmarine, and antimine forces will be improved by inclusion of 
additional and more modern equipment and craft. These items of 
military assistance all have a single objective—to make the maximum 
and most effective contribution to the common defense and collective 
security of the Far East which is an indispensable ingredient of our 
own national security and the preservation of the free world alliance 
upon which our hope for peace so heavily depends. 

It is essential that we continue to support the efforts of our Far 
Eastern partners to maintain a defense position adequate to protect the 
entire area against the closely crowding Communist threat. They are 
among our best and stanchest friends and allies, and they stand on 
guard along the free world’s air and sea lines of communication, and 
many of them provide important sources of raw materials as well as 
markets important to our own economy. For all of these reasons, the 
military assistance program proposed for the Far East in fiscal year 
1960, a program which is presented on a truly austere basis, is more 
than justified as an adjunct of U.S. security and an effective instrument 
of U.S. foreign policy. Any decrease in U.S. military assistance will 
seriously jeopardize our present large investments in common defense 
and collective security of this vital area; and, in the next crisis, we 
might well find ourselves without the means ready and at hand to stand 
and withstand as the free world did last fall in the offshore islands of 
the Taiwan Strait. That is a risk we dare not take. 

Chairman Morean. Thank you, Captain. 

Dr. Moyer, you may pr , Sir. 


STATEMENT OF DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, 
OFFICE OF FAR EASTERN OPERATIONS, INTERNATIONAL CO- 
OPERATION ADMINISTRATION 


Dr. Moyer. Mr. Chairman and members of the committee, my pe 
ticular part in this presentation is to speak with regard to the U.S. 
programs of economic and technical assistance in the Far East. The 
major policy and other considerations that lie behind the need for 
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these programs have been presented by other witnesses. I shall 
address my statement to the programs themselves, covering matters 
which I think would be of special interest to this committee. 


I. THE PROGRAMS 


A summary of the aid proposed for these programs is shown in a 
table on page 8 of the Far East Presentation Book, the green book. 
As seen in this table, there are programs of economic and technical 
assistance in 10 countries of the Far East. These programs vary 
greatly in their nature and size. They include the relatively small 
but very important productivity program in Japan. They also in- 
clude programs, large programs such as in Korea, where the assistance 
given covers a wide variety of problems in many segments of the 
economy. They are tailored in each country to the particular pur- 
pose which it has been determined they are to serve toward the 
achievement of objectives which the United States and the country 
mutually share. 

In a brief statement it is not easy to present a comprehensive pic- 
ture of these programs nor to bring out the many facts concerning 
them that might interest members of this committee. In this state- 
ment, however, I have included a story of three of the programs in 
the Far East, illustrating important different types. The countries 
selected are the Philippines, Vietnam, and Indonesia. 

Philippines 

The economic and technical assistance given in the Philippines is 
an example of the several Far East programs in which the aid given 
is related directly to the country’s defense effort, but which is rela- 
tively limited in the range of the problems toward which it is directed. 
It falls under defense support, coupled with technical cooperation. 

The defense support component of this assistance is designed 
specifically : 

(1) To help the Philippines build a sounder base for internal 
security through programs advancing its economic and social 
development; and 

(2) To provide local currency support for the construction of 
pi re military facilities of interest both to the Philippines 
and the United States. This program assumes that the larger 
needs of the Philippines for capital to finance its economic devel- 
opment will be obtained from other sources, such as private 
ie porous the Export-Import Bank, and the Development Loan 

und. 

Defense support assistance for programs in line with the above 
two purposes has been given largely in form of nonproject aid, pro- 
vided mainly for surplus agricultural commodities under section 
402. The local currency generated by the sale of these imported com- 
modities was then asnited th part to military and in part to economic 


purposes. In fiscal year 1959, for example, it is expected that approxi- 
mately $9.5 million of the $15 million in defense support will be 
provided in nonproject aid generating local currency for the support 
of construction projects directly related to the military effort. 

In addition to such nonproject aid, assistance under defense sup- 
port has included support to projects aimed at helping to create the 
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internal stability without which other defense measures would be of 
relatively little value. These projects have concentrated on improv- 
ing rural conditions through assistance to rural education, agricul- 
ture, irrigation, and health. Extensive assistance also has been given 
to a nationwide program of community development started under 
the late President Magsaysay. Some assistance has been given to 
an industrial development center, stimulating and aiding local private 
investment in the Philippines, and to projects exploring mineral de- 
posits and improving highways and harbors. 

Under technical cooperation a substantial amount of assistance 
has been provided to help strengthen institutions of higher learning, 
and vocational schools in agriculture and industry located throughout 
the islands. Aid also has been given in establishing an Institute of 
Public Administration and a regional labor center. More than 1,700 
Filipinos have been sent abroad for training. The Philippines, in 
turn, have opened up their training centers to participants from other 
countries in Asia. In 1958, as an example, 264 participants from 
Cambodia, Laos, Vietnam, Thailand, and Korea enrolled for training 
in Philippine institutions, particularly in agriculture, public admin- 
istration and education. 

The Philippines has made a great deal of progress in meeting prob- 
lems toward which this assistance has been directed. Effective pro- 
grams improving rural conditions have been established and carried 
out with a substantial measure of local self-help. The Communist- 
dominated Huk movement has been largely eliminated. Progress 
has been made toward exploiting the very extensive mineral resources 
of the Philippines and in stimulating private enterprise and the use 
of private local capital for industrial development. 

n the basis of such progress it has been possible over the last 2 years 
to reduce substantially the amount of assistance for these purposes 
and to meet the increased requirement for military construction 
projects without an increase in the overall level of aid. [Security 
deletion. | 

Progress in solving the Philippines’ overall economic problems, how- 
ever, has not been equally encouraging. Prices have risen and foreign 
exchange has been seriously short. , Bab stan has not proceeded 
at a rate providing adequate employment for the people. 

The fiscal year 1960 proposals for defense support and technical 
assistance assume that whatever may be needed in external aid to help 
solve these broader problems of stabilization and economic develop- 
ment will be derived from other sources. The programs proposed 
under defense support and technical cooperation continue assistance 
essentially along present lines. 

Of the defense support assistance proposed, approximately 87 per- 
cent will be in nonproject aid, largely for surplus agricultural com- 
modities generating local currency, of which a major part will be 
applied to military construction projects. The remaining 13 percent 
will be used to finance the dollar costs of assistance to projects largely 
related to rural improvement, expanding the scope of this vital part 
of the program. With the technical cooperation funds proposed, aid 
will be continued along lines in recent programs, largely in agricul- 
ture, industry, health, and public administration. This combination 

38361—59—pt. 5—2 
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of assistance under defense support and technical cooperation, it is 
hoped, will not only help the Philippines meet continuing problems 
connected with its defense effort but also will make an effective contri- 
bution to Philippine efforts to train its personnel and establish the 
institutional framework within which its economy can grow and 
eventually sustain itself without external aid. 


Vietnam 


The program of U.S. economic and technical assistance to Vietnam 
has been designed, to the extent necessary, to help the Government of 
Vietnam maintain reasonable economic stability in the face of heav 
spending for military purposes, and to move forward gradually wit. 
a constructive program adequate to maintain internal security in the 
face of Communist efforts to create discontent and organize activities 
aimed at subversion within Vietnam. Thus it serves as an example of 
the programs in four countries of the Far East—Korea, China-Taiwan, 
and Laos, in addition to Vietnam—where the assistance covers a wide 
range of activities related to many segments of the economy. 

This aid is predominantly under defense support, but assistance 
provided under technical cooperation also is important. Of the 
amounts made available under defense support, approximately 80 
percent has been in the form of see ae aid. This has financed the 
import of commodities needed by the economy which Vietnam could 
not finance out of its own foreign exchange, and which generated the 
local currency given for the direct support of Vietnam’s military 
forces and for economic projects. The local currency thus generated 
has provided for Vietnam’s military forces the equivalent of about $160 
million annually, over the past several years. 

The commodities, from which the local currency was derived, con- 
sisted not only of consumption goods and fuels, but included capital 
equipment and industrial raw materials as well. Thus, in addition 
to maintaining economic stability and supplying local currency assist- 
ance, this part of the program has enabled private Vietnamese interests 
to purchase industrial equipment abroad, making a contribution to 
development under private enterprise and the achievement of a greater 
degree of self-sufficiency. 

The remaining 20 percent of defense support funds has been used 
to meet the dollar cost of goods and services required for certain agreed 
projects. In recent programs more than half of the funds for this 
element in defense support assistance has been used to improve and 
construct. highways, airfields, canals, and harbor facilities, having mili- 
tary as well as economic significance. Three major highways are now 
under construction. One of these will provide an adequate route lead- 
ing out of Saigon to points north and west. The other two will provide 
ready access from coastal areas north of Saigon to undeveloped land 
on Vietnam’s high plateau. All are important for security reasons. 

Other important projects include the assistance given in training 
and equipping the civil police, and aid in expanding activities in agri- 
culture, health, and education. 

Technical cooperation, though representing much smaller amounts 
of money, also has played an important role in U.S. assistance to Viet- 
nam. With this assistance, an effective agricultural college at Blao 
has been built up, and substantial siecaidiel Het been made in establish- 


ing an agricultural extension service. Improved breeds of poultry 
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and swine have been introduced. Technical help has been extended 
in improving elementary education and in training teachers for the 
rapidly increased number of schools, which are still expanding. 

A particularly significant project has been the assistance, under a 
university contract, given in establishing a National Institute of 
Administration, with a well-conceived program to provide trained 
»ersonnel and do some of the research needed to help the recently 
independent Government of Vietnam handle more effectively its pres- 
ent heavy responsibilities. 

In another form of U.S. aid, the Development Loan Fund thus far 
has approved a $19.5 million loan for improving the water distribu- 
tion system in the Saigon area, and other loans are under consideration. 

Progress made by Vietnam with help in these programs is seen in 
the economic and financial stability which it has maintained in the 
face of the heavy spending that has been necessary in repairing the 
damage caused by war, and in meeting the recurring cost of measures 
taken to resist the constant threat from the Communist enemy to the 
north. Much of the necessary rehabilitation now has been accom- 
plished. Emergencies likewise have been dealt with successfully. 

One of these arose in the movement to south Vietnam of some 
800,000 refugees seeking freedom, as the Communists took control 
in the north. With the completion of projects undertaken to deal with 
emergencies and rehabilitation and with some reduction in the cost 
of the armed forces, it has been possible to reduce defense support aid 
from the average of more than $250 million for the 3-year period 
1955-57, to the substantially lower figures expected to be required in 
the fiscal years 1959 and 1960. 

Another important element in the progress made in Vietnam is seen 
in the foundations that have been laid for its longer range develop- 
ment. Peace and order, the first basic requirement, have been estab- 
lished in all but a few areas. Means of transportation also have been 
significantly improved, and progress has been made in building up 
trained personnel. Problems now are approached with greater con- 
fidence and maturity. 

On the other hand, only a beginning has been made in the long 
pect through which Vietnam must go before it develops the capa- 

lity to meet its economic needs out of its own resources, if the present 
burden entailed in supporting large defense forces continues. Illus- 
trative of the economic and financial difficulties which still remain is 
the fact that, for its fiscal year 1958, total estimated expenditures of 
the government for military and other purposes exceeded by almost 
85 percent its total estimated revenues, excluding U.S. aid. 
otal defense expenditures would have utilized approximately 70 
percent of Vietnam’s domestic revenues if fully met from that source 
alone. Funds remaining for all other purposes of the government, 
for the whole of Vietnam, would have amounted to only $76 million. 
ar ye for the same year are estimated at $53 million, in contrast 
with imports estimated at $230 million. Clearly, no prospect yet is in 
sight that—without continuing aid in very substantial amounts— 
Vietnam can survive as a free and independent nation. 

For fiscal year 1960, therefore, it is proposed that defense support 
assistance be continued in the minimum amount necessary for the pur- 
poses it now serves. Approximately 80 percent of the total will again 
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be used as nonproject aid to finance essential imports, calculated as 
the amount needed to meet the gap in foreign exchange available to 
Vietnam for this purpose, and to generate the local currency required 
to supplement Vietnam’s domestic revenues in meeting the costs of 
essential military and other activities. 

The commodities imported under this part of the program will be 
similar to those financed in past programs, although there will be 
more emphasis on capital goods and less on items for consumption. 

The remainder, or about 20 percent of the total, will be used to 
finance imported supplies, equipment and services for projects, aimed 
at. laying foundations for a more rapid development, at improving 
internal security, and at creating the conditions which will help main- 
tain political stability in the face of Communist efforts to discredit 
the government and arouse discontent. More than half of this part 
of defense support aid will again be used for highway and bridge 
construction, the rehabilitation of inland waterways and the improve- 
ment of aeronautical ground facilities. Substantial amounts also will 
be used for projects developing health services, expanding medical 
education, improving agricultural production, and strengthening the 
civil guard. 

Technical cooperation projects will continue assistance to govern- 
ment efforts improving its services in agriculture, health and educa- 
tion, and to the effective program under a university contract designed 
to improve public administration. An increased amount will be de- 
voted to the industrial development center, and to other projects en- 
couraging small industry under local private enterprise. 

It is assumed that the Development Loan Fund will be available for 
projects in economic development looking toward the longer range 
future. Small amounts will be provided under Public Law 480. 


Indonesia 

U.S. economic and technical assistance to Indonesia may serve as 
an example of those programs in the Far East where the principal 
emphasis has been on technical cooperation, supplemented with modest 
amounts of financial aid under special assistance. It is designed, in 
the case of Indonesia, to help strengthen some of the foundations that 
are essential to more rapid progress with the economic and social de- 
velopment needed, in order to assure that its newly acquired freedom 
and independence will be firmly secured. Specifically, this program 
has been aimed at helping to develop trained personnel, eradicate 
malaria, maintain peace and order, and work out measures leading 
to improvement in certain segments of programs in education, agri- 
culture, health and industry. 

Under technical cooperation, about a third of the assistance has been 
used to finance contracts between educational institutions in Indonesia 
and the United States. This assistance has been aimed at helping 
strengthen programs in the fields of medicine, agriculture, engineer- 
ing, science and vocational education, through which Indonesia will 
train the very great number of its citizens on which it must depend to 
develop its extensive natural resources and provide for the needs of its 
87 million people. One contract in medical education, its mission 
nearly accomplished, will receive no new funds after the end of this 
year. 
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As part of our assistance in helping Indonesia to secure the trained 
personnel needed, some 1,600 technicians and administrators have been 
sent abroad for training since 1951; of these about 1,400 will have 
returned by the end of the current fiscal year. 

In other phases of the program, both technical assistance and finan- 
cial help have been extended to projects aimed at eradicating malaria 
throughout the country, and at training and equipping its civil police. 
Under a $15 million line of credit established during fiscal year 1958 
diesel electric power units are now being procured for some 40 of 
Indonesia’s smaller cities, largely outside of Java; and engineering 
work is expected to start shortly on a highway through central 
Sumatra. 

In other forms of U.S. aid, the Export-Import Bank earlier ex- 
tended for economic projects a $100, million line of credit, which now is 
fully utilized. Also, a Public Law 480 sales agreement providing 
surplus agricultural commodities valued at $96.7 million was signed 
in 1956, and a second agreement is expected to be signed soon. 

A substantial proportion of the local currency accruing under both 
will be made available for economic purposes, of which a part, under 
the second agreement, is to be made available on a grant basis. 

The assistance thus far given, we believe, has helped Indonesia to 
make significant progress in taking certain fundamental steps, needed 
now, which are laying essential foundations for its longer range devel- 
opment. However, with territory and a large population scattered 
over an area as wide as the United States from its Atlantic to its 
Pacific coasts, much more remains to be done even in this limited 
sphere. Effective solutions are not yet in sight for Indonesia’s serious 
current economic problems, arising out of its economic and financial 
instability and its need to make more rapid progress in development. 

An important disturbing factor in this situation is the very con- 
siderable increase during the past year in economic aid to Indonesia 
from Communist sources. In total, such assistance now amounts to 
approximately $200 million, largely from Soviet Russia, Communist 
China, Czechoslovakia, and East Germany, for a variety of purposes 
including industrial plants, freighters and tankers, highway projects, 
and rice and textiles for consumption. The bloc also has furnished 
military aid totaling almost $170 million. 

The U.S. aid proposed for fiscal year 1960 provides for continuing 
assistance to a program of the same general scope as in the past. Of 
the assistance proposed under technical cooperation, approximately 
one-third is planned to continue aid improving Indonesia’s educa- 
tional institutions, in medicine, engineering, agriculture, teacher 
training and vocational education. 

About an equal amount is programed to finance training of Indo- 
nesians abroad, and to aid other projects strengthening government 
services, and improving internal security conditions. 

The balance is intended largely for projects looking toward increased 
production in agriculture, industry, and mining. Under special assist- 
ance, a modest amount of financial aid is proposed as a necessary sup- 

lement to make effective on a wider scale the technical assistance 
ing given to vocational education, inter-island shipping, and the 
development of Indonesia’s natural resources. 
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To help meet its needs for economic development it is expected, 
as in the past, that Indonesia will continue to rely mainly on pri- 
vate investment, the Export-Import Bank and the Development 
Loan Fund. 

Il. FUNDS REQUESTED FOR FISCAL YEAR 1960 


For fiscal year 1960, covering assistance to the 10 countries in 
the Far East, a total of $593.4 million is proposed. As in past 
years, this is made up largely of defense support aid, for which $553 
million, or 93 percent of the total, is requested. For technical co- 
eunion the amount is $36.7 million; for special assistance it is $3.7 
million. 

Aspects of defense support aid directly involving military con- 
siderations have been developed in consultation with U.S. military 
assistance advisory groups in the respective countries and with the 
Department of Defense in Washington. 

As in past years, a high percentage of the total funds requested is 

lanned for the four countries around the periphery of Communist 

hina, which face extraordinarily serious economic and financial prob- 
lems in maintaining their ron nt forces and in taking the other steps 
essential to their internal security. These countries are Korea, China 
(Taiwan), Vietnam and Laos, for which the proposed total is $508.7 
million, representing 86 percent of the amount for the Far East as a 
whole. 

Taking first the $553 million defense qenpors component of this 
aid, $437.3 million, or almost 80 percent, is planned to be used in the 
form of nonproject aid. Of this amount, $101 million is expected 
to be used for surplus agricultural commodities under section 402, 
for which the Commodity Credit Corporation will be reimbursed. 

Other agricultural products, also included, bring the amount for 
such commodities to about one-third of the total nonproject aid. 
Capital items, bought by private interests and used in improving 
and expanding local private industrial enterprises, are expected to 
account for another $68 million. The balance, representing almost 
half of the total, will be used for industrial raw materials, fuels and 
consumption goods. Somewhat more than half of the local cur- 
rencies generated by the sale of these commodity imports are ex- 
pected to be used for direct support of the military efforts; the 
balance will be used for economic purposes. 

For project aid under defense support, $115.7 million is proposed 
for the Far East in fiscal year 1960. This is approximately the 
amount being made available for projects in fiscal year 1959, but it 
is some $100 million less than the amount of project assistance under 
defense support provided before the Development Loan Fund was 
established. The proposed $115.7 million for projects under de- 
fense support is believed to represent that minimum level which will 
enable the friendly countries being aided to make the economic and 
social progress required to continue their contribution to the com- 
mon defense and meet the increasing requirements of their growing 
populations. Assistance required for economic growth beyond that 
minimum amount is expected to come from the Development Loan 
Fund or other sources. 
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Of this $115.7 million, close to 40 percent is planned for projects in 
transportation, significant both from military and economic stand- 
points. Projects expanding electric power also will require a sub- 
stantial share. The remaining funds will be devoted largely to proj- 
ects in such fields as agriculture, health, education, community divel- 
opment and public administration, aimed at helping to create the 
internal environment essential to the maintenance of security on a 
sustained basis. 

The aid in defense support proposed for fiscal year 1960 is $18.7 
million higher than the requirements in fiscal year 1959 as currently 
estimated. ‘The increase is due largely to an increased requirement 
for nonproject aid, helping to meet certain important needs that are 
new to the program and to strengthen weak spots left with the low 
levels of aid resulting from cuts in fiscal year 1958 and fiscal year 1959. 
I shall be glad to discuss the details later. 

The total recommended in technical cooperation also is somewhat 
above the amount being made available in fiscal year 1959. Over the 

ast 2 years, this type of assistance has been kept at a minimum level 
in the Far East, while projects in past programs have been under- 
going careful review and adjustment. “We believe now that countries 
in this area are in a position to use the proposed additional amounts 
effectively. 

Moreover, we believe that in general it is in the U.S. interest to 
make available as much in technical cooperation as the United States 
can provide and the country can effectively use. This is particularly 
true in those countries where defense support assistance is being made 
available in large amounts, since it is clearly in the U.S. interest to 
help them develop the ability to use with maximum effectiveness not 
only this assistance but also their own resources. 

he $3.7 million special assistance will provide financial help to 
special programs in two countries. The details I shall be glad to 
present in the discussions to follow. 


Ill. SPECIAL ASPECTS OF THESE PROGRAMS 


I now would like to refer briefly to several aspects of these pro- 
grams, troubling members of this committee and all of us. 


1. Laos 


First, let me mention the situation in Laos, which was discussed in 
considerable detail before this committee last year. As brought out 
at that time, many disturbing and difficult problems arose in this aid 
program, particularly in the form of abuses that appeared in the use 
of dollar funds made available to importers for the procurement and 
shipment of goods. 

The discussions last year also brought out the extremely serious 
difficulties encountered in dealing with this situation effectively, due 
to the extraordinarily primitive state of development in Laos at that 
time, the problem which we ourselves encountered in recruiting per- 
sonnel, and the active struggle in which the government then was 
e with the Communist Pathet Lao. 

s a result, unanticipated difficulty was experienced in working out 
satisfactory solutions to the problems which arose. A considerable 
amount of pioneering was involved, and it took time to comprehend 
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the true dimensions of the problems with which we had to deal. Still 
more time was required to work out effective solutions, and to get 
agreement among the different concerned parties to the courses of 
action that seemed indicated. 

In steps taken to deal with this problem an effort first was made to 
help the Lao Government set up agencies and a system of controls 
through which it was hoped to eliminate the abuses that had appeared. 
Other measures also were taken, and some significant improvements 
in the situation resulted. As time went on, however, it was found 
increasingly unlikely that any system of controls under existing 
conditions could solve the problem. Action striking at its roots was 
necessary, including an adjustment in the exchange rate. 

At the time this situation was presented to the committee last year, 
discussions on fundamental measures had been actively in progress 
with the Royal Lao Government for several months. On October 10, 
1958, the Lao Government announced its monetary reform plan, 
effective immediately. 

Under this plan the kip was revalued from 35 to 80 to the dollar, 
and free convertibility of the kip into foreign currencies was estab- 
lished. Licensing for imports and money transfers was eliminated. 
The essential purpose of these major features of the new monetary 
reform was to remove major causes behind irregularities that had 
appeared in the use of aid funds, and to create conditions which would 
maximize the benefits from American aid. 

On the basis of 6 months of experience, it appears that the reform 
in general is working out effectively. Prices have declined and the 
exchange rate has held at the official level. To help make monetary 
reform successful, the Lao Government has requested and we have 
supplied a competent financial adviser who now is working with the 
Lao Government on the problems involved. 

This and other improvements in the situation, we believe, provide 
sound reason for the optimism and much greater hope now found in 
Vientiane. A basis has been established on which current problems 
can be worked out more satisfactorily. Management and morale of 
the USOM are greatly improved. 

The attitude of caution that still prevails springs from the knowl- 
edge that there still are problems. These include problems to be 
expected in giving aid under the free convertibility feature of mone- 
tary reform, and the problems involved in working out and putting 
into effect the details of constructive programs needed to deal effec- 
tively with Communist efforts at internal subversion. It would be 
premature to say precisely how all of the problems that still are 
present will or should be solved. It can be said, with confidence, that 
a basis now exists for a reasonable hope that they can be solved 
effectively. 

2. Host country relationship and actions 

This experience in Laos brings into focus, in an extreme form, one 
of the most important and in some ways the most difficult of the prob- 
lems encountered in planning and carrying out aid programs in the 
newly developing countries of Asia. This is the problem involved in 
adilonians a mutually satisfactory relationship with host countries in 


the program. , ; 
Quite clearly, on the one hand, this relationship must be satisfacto 
to the countries themselves. They are the sovereign authorities. We 
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are not operating in U.S.-controlled territory; the objective we seek 
can be attained only through cooperation, willingly entered into, be- 
tween the country and ourselves. The Communist technique is to 
weaken existing governments, in the end taking over. Democracies, 
such as ours, must operate in ways that are consistent with our system, 
exerting our influence through persuasion and education. Effective’ 
persuasion and cooperation, however, are not always achieved easily.’ 
The ability of our own people to understand and do what will most 
effectively achieve them varies greatly. 

Moreover, newly independent countries are understandably sensi- 
tive, still remembering their humiliations under colonial control and 
remaining to a degree fearful and suspicious. Often they lack experi- 
ence in handling the responsibilities independence has thrust upon 
them, and a knowledge of basic matters involved in decisions they 
have tomake. Of very great importance, also, they may be motivated 
by considerations quite different from our own, arising not only from 
differences in national policies but from the philosophies, customs, 
and habits which have shaped their attitudes over long centuries in 
the past, and which still exert a strong influence on their ways of 
thinking today. 

The other side of this question is that the relationship in these pro- 
grams also must be acceptable to the United States. Money appro- 
priated for these programs comes from taxes imposed on our citizens. 
It is right and reasonable to expect that funds thus provided shall 
be used honestly and effectively for the purposes intended. It also is 
reasonable to expect that the countries themselves will do all they 
can to tax their own citizens, to adjust exchange rates where that is 
beneficial to the economy, and to use their own foreign exchange 
and domestic revenue in ways yielding the maximum benefit. 

The difficulty comes in putting together these two sides of the ques- 
tion. I am not proposing what the answer should be. I do want to 
emphasize the complexity of this question, and to say that it is one to 
which we constantly are giving a great deal of attention. Substantial 
improvements have been made in a number of situations, and still 
more can be done through constant endeavors to seek mutually ac- 
ceptable answers where probelms yet exist. This in my judgment is 
clear: if it is the U.S. decision to continue these aid programs in the 
newly developing countries of the world, seeking our security in com- 
pany with others in this difficult period of world history, then it also 
will be necessary that we have a certain maturity in our understand- 
ing of the situations in countries where the programs are carried out, 
and that we realize it will not always be possible to get perfection, as 
we might see it. 


3. Program effectiveness 


Impressions are sometimes given, whether so intended or not, that 
errors and problems in the aid programs are characteristic of the whole 
operation. In these concluding persere ae I want to pores & posi- 
tive answer to such criticisms. Despite mistakes and shortcomings, I 
believe that an objective evaluation of all the evidence will support 
this statement in the report of the Draper Committee: 

While mistakes have been made in the conduct of the program, a fair review 


must take into account the many difficulties inherent in such a complex and 
widely spread operation. It must also recognize that the errors have been 
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largely in matters of detail. Most projects in the program have been well 
planned and successfully executed. 

One type of criticism of present programs idealizes the small proj- 
ect and casts doubt on the need for larger ones, as in highways, irri- 
gation and power. Such a criticism would seem to reflect a mis- 
understanding of the range of the problems these countries now face, 
The solution of some of the problems may indeed require projects 
that bring directly to the people simple improvements which they can 
see, fee] and taste, and which they understand and appreciate. 

Many such projects are found in these programs in the Far East. 
Five programs contain projects introducing and distributing im- 
proved breeds of poultry. The successful industrial development 
center in the Philippines, started in fiscal year 1955, has stimulated 
projects in three other countries helping private investors to set up 
small scale industries. 

Another type was reported recently in a Manila newspaper under 
the capt ion “U.S. Technician Solves Age-Old Local Problem of ‘Red 
Water’.” In many villages of the Philippines the water carries red 
iron compounds, leached out of the lateritic soil that is so common in 
tropical regions, which make it unsuitable for drinking purposes. 
Starting with two large castoff oil drums and using scientific prin- 
ciples, this technician constructed a small-sized filter capable of 
effectively turning the “red water” into clear water, costing about 20 


On the other hand, it often may be important to give assistance in 
other forms directed toward sn 4 problems as the need to increase 
foreign exchange earnings and domestic revenues, and to stimulate 
the economic development without which it will be impossible to pre- 
serve the country’s recently gained independence. Electric power is 
needed to run industries. Dams for irrigation projects are needed to 
bring to people one of the benefits they most understand and appre- 
ciate, water. Highways tie together the country’s different regions, 
and provide access to markets; and who can tell whether highways 
and bridges constructed for peacetime traffic today may not, on an- 
wre na be called upon to carry tanks and heavy trucks, as well as 
icycles. 

ome appear to feel that individual Americans demonstrating im- 
provement in isolated communities are mainly what is needed in Asia 
today. In reality, is the greater service performed by such a person 
or by the educational specialist we now have on the USOM staff in 
Laos who, with a high sense of dedication, is helping the govern- 
ment to develop a system of elementary education especially designed 
to meet the needs of the Lao rural villages, which will influence the 
education given to rural youth in the primary schools now springing 
up everywhere? Taking another example, is the isolated technician 
performing as great a service as the specialists in Korea, Taiwan, the 
Philippines, Thailand, Vietnam, and other countries, who are helpin 
the governments build up the programs in agricultural extension an 
home demonstration through which improved agricultural and home- 
making practices already have been demonstrated in thousands of 
villages, and increasingly large numbers of boys and girls are par- 
ticipating enthusiastically in 4-H Clubs? 
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The spotlight often is focused on mistakes in administration and 
errors of judgment. Accomplishments, on the other hand, generally 
go unheralded even though they are the rule rather than the excep- 
tion. With improvements now being made in the planning and ad- 
ministration of aid programs, we believe there is reason to expect still 
more effective use of the funds requested for the year ahead. 

Chairman Morgan. Thank you, Dr. Moyer. 

Captain Howe, on page 8 of your statement you say significant 
progress was made in development of sound Spee with respect 
to accounting and for properly utilizing MAP materials. 

Could you cite specific evidence of this? I remember a subcom- 
mittee which I headed went into this matter in January and it appeared 
you still had a long way to go in that procedure. 

It says, “significant development has been made,” and so forth. 

Captain Howe. This is in Korea. 

One of the questions that came up you may recall is military tires. 
This has now been straightened out. Tires are now issued and turned 
in by serial numbers. Use data has been generated and strict ac- 
countability is now in effect for tires. The Koreans stopped aircraft 
construction. They also have increased security measures and are 
taking steps to punish persons guilty of theft or diversion of MAP 
equipment. 

Chairman Morean. Captain, besides tires there was ammunition 
and also the inventory was reported as including so many cases of 
“This Side Up.” There were other difficulties. 

Mr. Jupp. Fuel oil for vessels. 

Captain Howe. We felt the ammunition point raised was perhaps a 
little unfair in that it isolated one type ammunition at one military 
training activity which was in oversupply, but compared to the whole 
the ammunition available in Korea is adequate and in some cases per- 
haps less than [security deletion] the desired requirement. 

Overall, we are starting at the bottom and wir through the or- 
ganization with the Koreans, teaching them the methods of stock 
control and proper inventories. The consumption of fuel oil by the 
Korean Navy is monitored by the U.S. advisory team and there is no 
indication of diversion or theft of this fuel. 

Chairman Moraan. You feel very definitely, Captain, that progress 
has been made, in dealing with some of these shortcomings the sub- 
committee turned up ? 

Captain Howe. Yes, sir. 


STATEMENT OF CHARLES H. SHUFF, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE FOR MILITARY ASSISTANCE PROGRAMS, 
OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE FOR INTER- 
NATIONAL SECURITY AFFAIRS 


Mr. Suurr. May I add something to that, please? After some of 
the statements were made to your subcommittee, the GAO, either on 
their own, or perhaps at the suggestion of this committee, I don’t 
know which, went back to Korea within a matter of 2 weeks after some 
of the statements were made. In my final statement which I will 
make next week, I will repeat for the committee’s benefit what the 
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GAO reported after we made the statements to your subcommittee, 
what they found in the way of improvement in this specific area. 

Chairman Morean. You intend to include that in your testimony! 

Mr. Suurr. Yes, sir. 

Mr. Jupp. Please giveusa preview. Good or bad? 

= Suurr. Well, it was pretty good. Not perfect, but pretty 
good. 
[Security deletion. ] 

Chairman Morean. Captain, on page 83, for the fiscal year 1960, 
we have for “other material,” an appropriation listed as [security dele- 
tion]. Does this item include tires and automobile parts? 

Captain Howe. It includes spare parts, yes, sir. 

Pardonme. Spare parts are separate. 

Chairman Morean. Would you furnish for the record what that 
[security deletion ]is going to purchase? 

Captain Hower. Yes, sir. 

The “Other material” [security deletion] category includes con- 
struction equipment ; POL products, medical veterinary supplies ; lum- 
ber and lumber products; clothing, textiles and other raw materials; 
ferrous and nonferrous metals; hand tools; chemical gases; cleaning 
and preserving materials; office and drafting supplies; cement and 
related products; rubber and rubber products and other organization 
base and maintenance equipment and supplies. 

Chairman Morean. Mr. Chiperfield. 

Mr. CurrerFieLvpD. Thank you, Mr. Chairman. 

First of all I have a bone to pick with you, Mr. Robertson. I 
read in the paper that you are going to retire. This country needs 
your experience and your service. That is all I have to say. 

Mr. Rosertson. Mr. Congressman, I appreciate more than I can 
tell you, your saying that. 

Mr. CuHrrerFIELD. Captain, one of the most thrilling accomplish- 
ments that I have ever heard of was the defense of Taiwan and 
Quemoy. You had your people in here and told us the story of the 
Navy and the Air Force and other defense resources that you used. 
It was a wonderful story. 

Besides what you people did, we had the mutual security program. 
We passed a resolution, as you know, in the Congress for the defense 
of the area and all those things combined, I think brought about a 
very successfu! conclusion to this attempt to destroy Taiwan and 
Quemoy. 

I believe everyone will agree in their praise for what happened. 

Now, everybody has a right to their own opinion about this 
mutual security program, but do you know what is the trouble, 
Captain? There are those who will give lip service to part of this 
program—and I won't be very popular for saying what I am going 
to say—and then will go down on the floor and vote against it in its 
entirety. 

I wasn’t impressed with Mr. Moyer’s explanation of Laos. I 
thought it waslousy. It left me cold. 

I don’t like parts of this program. And when we get to workir 
this bill over and considering what is justified and what parts o 
the program aren’t justified, I will be just as much concerned as 
anybody else. 
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But what the people who vote against this program in its entirety 
don’t realize is this: They want the rest of us to vote for it so as to 
bail them out of trouble. They don’t want this program discontinued 
in its entirety so the rest of us have to support it and they sit back 
and say “Well, I didn’t doit. I didn’t spend all that dough for that 
giveaway program.” 

That is all I have tosay and I thank you. 

Chairman Morean. Mr. Carnahan. 

Mr. Carnauan. Mr. Secretary, in your statement at the bottom of 
page 8 and page 9, I notice that you say: 

The shocking suppression of freedom in Tibet by Communist China gives 
dramatic point to this mounting arrogance. 


Then you go ahead and say: 


Since the Communist regime in China is unlikely to be replaced in the fore- 
seeable future and is most unlikely to be alienated from the U.S.S.R., our prin- 
cipal means for dealing with the threat it poses will continue to be— 


and you list as (@)— 


by maintaining an adequately strong U.S. military posture to deter and, if 
necessary, to counteract Communist aggression. 

I think there must be a question in the minds of a lot of people 
throughout the world, whether or not this force to deter and to 
counteract Communist aggression will not have to be applied when 
invasions of a country lke Tibet and a country like Nepal takes 

lace. 
F Do you have any comment ? 

Mr. Rosertson. My immediate reaction, Mr. ys cert is that 
it is not an appropriate question to be answered by an Assistant 
Secretary of State. 

Mr. Carnauan. I directed the question to you because of this 
quotation that I took from your statement. 

Mr. Rosertson. I think it is essential that we deter Communist 
aggression, overtly and covertly in whatever form it takes. The 
problem of what course to take when this aggression takes place in 
countries like Hungary and Tibet, which is the Hungary of Asia, 
involves questions of high policy on which I don’t feel that I should 
attempt to expound. 

I was citing Tibet in a list of instances where the Chinese Com- 
munists in this past year had become increasingly more arrogant and 
less sensitive, if they ever were sensitive, to world opinion. 

Mr. CarnaHAn. You imply that the force we maintain should be 
used only in countries where we have agreements, like Taiwan ? 

Mr. Roperrson. We are helping support the forces of certain coun- 
tries to maintain their security and to oppose a Communist takeover 
from within. 

Also we have collective security arrangements. 

We have the ANZUS Treaty with Australia and New Zealand. 

We have SEATO which we formed with seven other countries. 

Then we have bilateral treaties. We have a security treaty with 
Japan. We have mutual defense treaties with Korea, the Republic 
of China, and one with the Philippines. 

It is our obligations under these treaties and in support of these 
native forces in those countries where we have programs, to which I 
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was referring when I said that it was necessary for us to maintain a in 
posture of military strength. ar 
Mr. CarnaHan. And, of course, at the present time we do not have tr 
any commitments to Tibet. th 
r. Ropertson. We have no commitments to Tibet either bilaterally be 
under any of our collective security arrangements—and, of course, we ce: 
have no aid program of any kind in Tibet. th 
Mr. CarnaHANn. How about Nepal? rel 
Mr. Rozertson. None in Nepal. pi 
Mr. Carnanan. I understand the Communists have gone over that Bu 
border. on 
Mr. Ropertson. I have heard a report that they have gone 20 miles sol 
inside of the border. : pr 
Mr. Carnawan. Mr. Secretary, I want to express appreciation for | the 
the abundance of constructive work you have consistently done. I ] 
ee that you are retiring from Government service. tha 
hairman Morean. Mrs. Bolton. loy 


Mrs. Bouron. I would like to echo Mr. Chiperfield’s remarks about sur 
yourself, Mr. Secretary. We can’t quite take it, any of us. You tur 
have been something very special to this committee. On the other | in; 
hand, you do have the right to your own life, even so. I 

May I ask you about China and what you feel is really going to be | lon 
the effect of the communization program of China. Is it Mao’s present | say 


way of using the only material he has, which is human? in { 
What, with this program in full swing, would you feel to be the | hay 
relationship between China, Communist China, and the Kremlin ? fer) 
Mr. Rosertson. What do I feel to be the relationship ? tha 
Mrs. Bourton. Yes. wit 
. ar. Rosertson. Shall I speak to your question about the communes [ jt az 
rst‘ A 
Mrs. Botron. Yes. of - 


Mr. Rozerrson. I think this is probably the most significant hap- | exis 
pening on the mainland of China since the Communists have been 1m | ther 
power. As the members of this committee well know, there are no | whe 
people who put a higher value upon family life than the Chinese. | G. 

hey worship their ancestors, they have reverence for their old peo- | ers j 
ple, they keep the family tie closely knit. When you go about China, | put | 
you find little villages—they are not villages in our sense, they are J refo: 
family units. The voung men go to other villages, marry, and bring | _ , 
their wives back to live. leade 

The Communists are now seeking to destroy every vestige of family J 7 
life. They are plowing up the ancestral graves. They are putting 
the old people in government homes and the children in government | “yj 
nurseries. The husband and wife have to live in barracks and eat in 
messhalls. They have no property. They are forced to give up all 
property. Even the clothes on their backs are registered with the M 
state. They must work for very long hours. I have read many let- }},, 
ters that have been smuggled out of China to overseas Chinese from 


their families and they speak of working 18- and 19-hour days on ints 
greatly reduced food rations. 

Now, I cite all of this to emphasize that the commune system has |, [0 ' 
provoked the most intense and widespread resentment and unrest all 
over the country. Any resistance is ruthlessly liquidated. But keep | At 
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in mind that the Chinese Army is largely recruited from the peas- 
antry of China. While these soldiers are themselves under rigid con- 
trol, they do have the opportunity of seeing what is going on because 
these communes are kept under control by the military. It has long 
been my conviction that the Chinese people cannot hope to rebel suc- 
cessfully, whatever the conditions may be, unless a large element of 
the military forces go over to their side. Modern man just cannot 
rebel successfully against modern weapons. You can’t go out with a 
pick and a hoe and a shovel and fight machineguns, rea and tanks. 
But it is not impossible to think that one day the military might get 
on the side of the people. We took thousands of Chinese Communist 
soldiers as prisoners in Korea. At the time of the armistice, which 
provided for voluntary repatriation, approximately two-thirds of 
these Communist prisoners of war refused to go back to the mainland. 

Now, that is at least indicative of the fact that it cannot be assumed 
that all the millions of soldiers in the Chinese Communist armies are 
loyal Communists. I think it would be absurb to make any such as- 
sumption. And I for one believe that this commune system may well 
turn out to be a major blunder on the part of the Peiping authorities 
in sowing the seeds for their own destruction. 

I think we must ever keep in mind, however, that this problem is a 
long-term and not a short-term problem. I have often been quoted as 
saying that I expect the collapse of the Chinese Communist regime 
in the immediate future. I have never made any such statement. I 
have never made any statement from which it could properly be in- 
ferred that I had any such thought. My worry about the problem is 
that we ourselves will get tired of it and impatient of having to deal 
with it; that we will want to sweep it under the rug and forget about 
itand go on to something else. 

As to the relations between Red China and Moscow, you hear much 
of what I consider to be wishful thinking that these differences 
exist. I don’t know of any evidence of any kind that indicates that 
there is any basic disagreement between them. I think there is over- 
whelming evidence of the closest possible alliance. 

Go back to the 1940’s. In those days, when many American observ- 
ers in China were reporting that Mao Tse-tung was not a Communist 
but was essentially the leader of a democratic revolution for agrarian 
reform, Mao was writing of himself: 

I am a Marxist, dedicated to communizing China and the world under the 
leadership of Moscow. 

That phrase, “leadership of Moscow,” he has reiterated over and over 
again, down through the years. 

When Russia was having trouble with her Eastern European satel- 
lities, Mao sent Chou En-lai to Eastern Europe to do what? To rally 
these waivering satellites into unity under the “leadership of Moscow.” 

Mao’s denunciation of Tito wasn’t because Tito wasn’t a Communist 
but because Tito dared to challenge the “leadership of Moscow.” 

When Mao was in Moscow himself in 1957 he spoke before the stu- 
dents at the university and said: 

In this association of socialist states there must be a leader and that leader 
is Moscow. 

At the last Communist Congress in Moscow he sent a speech of his 
own to be read and also sent Chou En-lai to make a speech. Mao 
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again reiterated Moscow’s leadership and Chou said in his speech that 
it was the first duty of all Communists in every country to work for 
unity of the Communist Party headed by the Soviet Union. | 

And then just the day before yesterday in his own congress in Peip- 
ing Mao reiterated again the necessity for the unity o the socialist 
states under the “leadership of Moscow.” 

Now, when the Chinese Communists themselves go to the most par- 
ticular pains to emphasize that they consider Moscow to be their 
leader, I can’t give much heed to the wishful thinking on the part of 
those people in this country, who talk about the division between Red 
China and Moscow without the slightest evidence of any kind that such 
a division exists. 

Mrs. Botton. Thank you. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastocki. Thank you, Mr. Chairman. 

Mr. Secretary, I join my colleagues in expressing regret that you 
decided to retire. 

There is no doubt in my mind, however, if your country needs you, 
you will be back to give your services, your counsel, and advice. 

Mr. Rozertson. Thank you. 

Mr. Zastocki. I have a couple of policy questions, Mr. Secretary. 

Since there seems to be a relative quiet in the Formosan Straits, 
shall we initiate a policy of disengagement in Quemoy and Matsu? If 
not, why not? 

Mr. Rosertson. I think that if the crisis of last fall demonstrated 
anything, Mr. Zablocki, it was that the Chinese Communists have 
no interest in Quemoy and Matsu, per se. 

They made it very clear from the beginning that what they were 
demanding was Taiwan. Following Mr. Khrushchev’s visit in early 
August, as you will remember, they began a series of broadcasts from 
Peiping. Every one of them played the same theme. They said, 
“The people’s Memporatis army has determined to liberate Taiwan, 
Quemoy, and Matsu.” 

There were a total of 12 broadcasts beginning in August and 
running into September. Every one of them played the same theme. 
No distinction was ever made in any of them between Taiwan, and 
Quemoy and Matsu. 

These broadcasts were followed by a letter from Mr. Khrushchev 
to the President—the one I referred to in my opening statement. 
There was one paragraph in which Mr. Khrushchev said: 

There is only one way to ease tension in the Taiwan Straits and that is for 
the United States to get out of the Taiwan Straits. 
and he went on to say—I will paraphrase his language, but not his 
meaning— 
if you don’t get out, the Chinese Communists have no alternative but to throw 
you out and we will help them to do it. 

This was the letter which was so insulting that the President 
wouldn’t accept it. 

[Security deletion. ] 

Mr. Rosertson. They have made it as clear as it is possible to make 
it that their objective is to force the withdrawal of the United States 
from the western Pacific. That make good sense from their stand- 
point. These little islands comprising some 65 square miles of real 
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estate are worth nothing to them. What they are trying to get rid of 
is a rival government, a non-Communist government that can chal- 
lenge the allegiance of millions of Chinese on the mainland, the 10 
million on Taiwan and the 12 million of overseas Chinese. Also— 
and this is very important—they want to get rid of the some 600,000 
military forces on Taiwan which are a powerful deterrent to the 
renewal of aggression in Korea, where nothing is settled, or the re- 
newal of aggression in southeast Asia. : : 

If they, by hook or by crook, can force the withdrawal of the United 
States from the western Pacific, they know that Asia is theirs because 
we are almost the sole obstacle to their military expansion in Asia. 

Mr. Zasiocki. Mr. Secretary, I want to make it very clear that I 
agree with you as to what are the Communists’ motives. However, 
should we take the offensive, should we initiate the action to resolve 
the issue of the offshore islands? 

Should we at this time pursue an amicable settlement of the two 
islands? 

Mr. Ropertson. The point I am trying to make, Mr. Zablocki, is 
that the dispute is not over the offshore islands. I want to emphasize 
that if the offshore islands were given to the Chinese Communists 
tomorrow, the tension in the Taiwan Strait wouldn’t be relieved for 
24 hours. 

Mr. Zasiockr. What can we do to make that very clear in the minds 
of every rank and file American, as well as our friends in the Far 
East ? 

Mr. Rogperrson. I think we should make it clear but it is terribly 
difficult to do it when certain elements of the press keep insisting that 
our fight is over Quemoy and Matsu and that all we have to do to 
get, rid of the tension is to give Quemoy and Matsu to Red China. 

There is every reason from the standpoint of the Republic of China 
why they don’t want to give them up. They are a part of free China 
territory. On these islands live nearly 50,000 violently anti-Com- 
munist Chinese. The Chinese Government feels a deep obligation 
to these 50,000 of its people. And pressure in the American press 
per se is no reason to deliver these 50,000 people to the slavery of main- 
and China. It has been suggested that we force them to do it. If 
they were forced to do it, you would, in our opinion, create such a 
loss of morale and cause such discouragement on Taiwan itself that, 
instead of solving any problems, they would be tremendously 
compounded. 

Mr. Zasrockt. I hope you realize I am being the devil’s advocate 
in asking these questions, but I am sure others will agree that your 
report as to what has happened in Geneva was not thus far publicized. 

Mr. Roserrson. Well, as I am now speaking in executive session. 

Mr. Zasvockt. Wouldn’t it be wise to publicize the position the 
Communist Chinese took in Geneva ? 

| Security deletion. ] 

Chairman Morgan. The gentleman’s time has expired. 

Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Robertson, you know my feelings about your coming into the 
Government and now on your leaving it. I think you are the most 
knowledgeable person in the free world regarding what actually has 
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been and is the situation in Communist China and the Communist gov- 
ernment there. You have dealt with these men ghee longer and 
more intimately than any other Caucasian in the world unless it be 
some Russian. It has been one of the greatest sources of strength and 
wisdom for the U.S. Government to have you, with that vast 
experience, serving here at a time when the country was being flooded 
with the opposite point of view by some persons who ought to have 
known better, and others who were taken in by the Red propaganda 
and others who organized and planned the propaganda. 

For the record, T want to claim credit—not often do I have such 
an opportunity—for your having been suggested as the person to be 
appointed to your post. Mr. Dulles, a year ago, said: 

Walter, you have helped us on a lot of things, but the most valuable thing you 
ever did for your Government—and for this administration—was to suggest 
Walter Robertson to be Assistant Secretary of State for the Far East. 

Tagree. 

You have stayed on 1 year longer than you had any right to. I know 
this from your doctor. That is the kind of dedication on our side which 
alone can match and overcome in the end the kind of dedication the 
Communists have to their very unworthy cause. 

Let me say one further thing: One of the Washington newspapers 
had an editorial paying you great tribute for your skill and stead{fast- 
ness, mentioning the fact that you had been in the position three times 
longer than anybody else and so on; and then it went on to say, “Now 
that Mr. Robertson is leaving, maybe we can have a policy that won’t 
be quite so rigid.” As if there were one reason why it shouldn’t be 
so rigid. We have a policy which has been successful against the 
greatest pressures, so at this moment of success we should abandon it. 
Does the paper want usto lose? I give up on that one. 

Mr. Rosertson. Before you ask me a question and after thanki 
you for your very generous remarks which I shall always treasure, 
would like to say that my one great failure of 6 years of service here 
is that I haven’t been able to find a formula that would keep the Com- 
munists from being Communists. 

You see, I read all the time that if we were just a little less rigid and 
a little more flexible and a little more imaginative, we could really 
come up with a formula that would keep the Communists from being 
Communists, and I am terribly distressed to leave Government, with- 
out having found that formula. 

_ Mr. Jupp. Now, for the record, I would like to ask one or two ques- 
tions. 

What has been the reaction in southeast Asia, in so-called neutralist 
countries, like Indonesia, which some have regarded as perhaps veer- 
ing toward the Chinese Communists. 

at is your information on the reaction in those governments and 
among their peoples to the Communist action in Tibet ? 

Mr. Rosertson. Their first great shock of disillusionment about 
the international Communists came, I think, with Hungary. The 
action of the Soviets in Hungary created a profound impression 
throughout Asia and began the questioning of these so-called principles 
of peaceful coexistence which the Communists had been proclaiming. 

ere has been a wave of editorial comment all over Asia con- 
demning the action in Tibet. 
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In India, where Communist China presents a serious problem, Mr. 
Nehru has been very circumspect and cautious in what he has had to 
say. The Indian press and the Indian Parliament have been very 
vocal in what they have had to say, however, and their position is way 
out in front of Mr. Nehru’s. No one can ignore the fact that India 
does have an ever present and menacing long-term threat in Red 
China. I am sure it is a matter of the greatest concern to every 
thoughtful Indian leader. 

To proceed further on your question, I think this action in Tibet 
confirms the fears which were generated by what happened in Hungary 
and gives the lie to all the assertion of principles on the part. of Mr. 
Chou En-lai at the Bandung Conference about peaceful coexistence 
with his neighbors. 

[Security deletion. ] 

Chairman Morean. Take it off the record if you wish. 

Off the record. 

( Discussion off the record. ) 

Chairman Morean. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Mr. Secretary, I join with my colleagues in expressing my regret 
that you are leaving because I certainly always look forward to your 
advice and policy guidance. We are going to miss you. 

I would ihe to ask, Mr. Secretary, if at the present time any of our 
allies are pressing us to change our policy in this area ? 

Mr. Rogerson. None. 

Mrs. Ketxiy. That isall, Mr. Chairman. 

Mr. Jupp. Do you mean any of our allies in that area or around 
the world ? 

Mrs. Ketty. Around the world. 

Mr. Rosertson. Anywhere. 

Mrs. Ketuy. They are not pressing us to change our policy? 

Mr. Ropertson. No. 

I might say—and I would like to say this off the record for reasons 
which I will explain off the record. 

(Discussion off the record.) 

Mrs. Ketiy. Do I have time for one more question, Mr. Chairman? 

Chairman Morean. One more. 

Mrs. Ketty. On page 6 of your statement you have mentioned the 
endeavor of Japan to produce material for self-defense forces. I 
would like to know what is the progress to supply and produce the 
material for the self-defense of the forces? Are we doing anything 
along that line, Captain Howe, to build up an industry so they can 
fully support their own forces? 

Captain Hower. Yes, ma’am. I mentioned these two cost sharings. 
These are aircraft production. 

Mrs. Kriuy. That does not include missiles? 

Captain Howr. No. [Security deletion. ] 

Then we have the auto industry producing Far East vehicles for 
use of the other recipient countries in the Far East. These are less 
complex vehicles which are less costly and easier to maintain than 
those employed by the U.S. forces. 

Mrs. Ketiy. What is the formula, a cost-sharing? 
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Captain Howe. These particular aircraft arrangements, while they 
are on a phase schedule, I think it would be 50 percent at this point; 
we are endeavoring if we ever go into any further arrangements like 
this, of course, to get them to assume a greater share. 

We have told them definitely that we are no longer happy and 
satisfied with just 50 percent. 

Mr. Rosertson. May I correct a statement which I made to you 
in good faith, but out of ignorance, a moment ago, Mr. Carnahan{ 
Nepal is not within my area of responsibility and I did not know 
until I received this note a few minutes ago that we do have a small 
assistance program in Nepal. 

We have no military program there, but we have a program of 
technical cooperation of $1.4 million and special assistance of $1.2 
million for a total of $2.6 million in 1959. The request for 1960 is 
[security deletion ]. 

Mr. Carnanan. What I was really asking referred to military 
commitments. 

Mr. Rosertson. None at all. 

Mr. CarnaHAn. So your answer is still correct? 

Mr. Rosertson. Yes; but I didn’t know we had an aid program 
there. May I also say off the record: 

(Discussion off the record.) 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

I have been sitting here wondering what new words I could find 
to express my own deep regret at your leaving. In fact, I have the 
feeling that you are our best witness, because of your own faith 
in what you are saying and your extreme knowledgeability. I am 
inclined to feel less safe, indeed, about the free world because you are 
leaving the Department. 

I would like to ask two questions: The first, on the present attitude 
of the overseas Chinese, and the second, on the very important subject 
of whether or not the coming summit conference may serve to lessen 
the faith in us of our Far Eastern allies, in case there seems to be, 
during the conference, any weakening on our part, or any inclination 
to reach some stage of accommodation with the Communists. 

Mr. Rosertson. I will start with the overseas Chinese part of your 
question. The overseas Chinese are an influential part of the com- 
munities where they live. Their life, of course, is bound up in those 
countries. 

[Security deletion]. They are of divided allegiance. 

Many of them are proud, as Chinese, of the position of world power 
which the Chinese Communists have achieved in their 9 years. They 
are realists. They are watching to see what is going to be the wave 
of the future. That is one of the reasons why, in my opinion, it is 
so important that we don’t build up the prestige and the power of the 
Chinese Communists by according them recognition and a seat in the 
United Nations. To do so would only open up all the capitals of 
Asia to the embassies of the Chinese Communists and their agents, 
but the Chinese Communists then would become in the eyes of the 
overseas Chinese the wave of the future and there would be a great 
rush to get on the bandwagon. 
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It would destroy the only alternate focus of loyalty that these 
people now have to Peiping. Whether they like the present regime 
representing the Republic of China is beside the point. We are not 
supporting a regime in China; we are supporting a non-Communist 
China as a foil to Communist China and as a challenge to them for 
the allegiance of China’s millions everywhere. One of the things we 
must do is to keep in being an alternate focus of loyalty for these 
people. The moment free China is destroyed all these Chinese are 
left. with no other alternative except Red China. 

And in these countries of southeast Asia once these people are 
forced to give allegiance to Peiping, (if as Chinese they give any 
allegiance) the danger of infiltration and subversion within the coun- 
tries where they live has been increased tremendously. 

Now, about the summit conference, I can only express a personal 
opinion. I think that the uncommitted countries of the world are 
watching anxiously to see what we are going todo. Any indication of 
appeasement, in my opinion, will increase their anxiety and uncer- 
tainty as to what the future holds. 

You often might think from what you sometimes read in the press 
that we are in an isolated position in our attitude toward Red China. 
I would like to reemphasize again—I have said it over and over 
many times—that of the free countries of the world, 44 recognize the 
Republic of China. Only 21 recognize Red China. Many of those 
who recognize Red China did so before Red China demonstrated the 
kind of regime it was and is. 

We don’t stand in an isolated position; we stand with the over- 
whelming majority of the countries of the free world. And, as I said 
a while ago off the record, I will say now for the record, out of the 13 
countries of the Far East, only 3 recognized Red China. 

Now, these people of the Far East are watching to see what we are 
going to do. They know that we are the principal, almost the sole 
obstacle to the overt takeover of Asia by Red China. If there is any 
indication that we are going to withdraw our opposition to Red China, 
of course, there would be a great scramble to get on the bandwagon. 
That is the one thing that would insure the happening of the very 
thing we are trying to prevent in these programs. All we are doing 
is to carry out a foreign policy dedicated to opposing and preventing 
the extension of Communist influence and power. 

Mrs. Crrurcu. Thank you. 

Chairman Morgan. Mr. Selden. 

Mr. Seven. Mr. Secretary, I too, regret that you are retiring as 
Assistant Secretary of State for Far Eastern Affairs, and I am also 
quite certain that your vast experience in that particular field is going 
to be greatly missed in the State Department. 

I would just like to ask one question. If, despite the vast expendi- 
tures in the Far Eastern area both in effort and in money, communism 
continues to solidify its strength in that area, what does the future 
hold for us? 

Mr. Roserrson. I think that if the Communists continue to take 
over the world, we will have no future. I might say, however, that we 
are making progress in the Far East. 

As I tried to illustrate in my witness statement, there is a great im- 
provement in the Far East despite all of the things that are still wrong 
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compared with what the situation was a few years ago. There were 
then many neutral countries whose leaders, in my opinion, earnestly 
thought that there was no difference between the two power blocs com- 
peting in the world as far as the smaller nations are concerned. 

In my opinion, there isn’t a single country in Asia today that 
doesn’t realize there is a basic difference between the so-called power 
blocs—that one is trying to rob them of their independence, and the 
other is trying to help them maintain their independence. This psy- 
chological victory alone is invaluable. 

If we cease our efforts, we create a vacuum, and we don’t have to 
speculate about who is going to fill it. The Communists are there, 
eager, ready, and waiting to move in. You asked me about what is 
going to happen to us. The only way that we can insure our own fu- 
ture, the kind of world that we grew up in, that we were taught to 
revere and to work for, the only way we can insure the values that 
make up our life is to continue to combat the forces that are tryi 
to destroy us. Their objective has been made so plain, no one shoul 
have any illusions about what it is. 

Mr. Seipen. | can quite agree with you. I certainly think that 
we must continue to combat those forces. However, the thing that 
worries me is the fact that communism seems to still be making gains 
despite our efforts to combat it. What are we failing to do that 
should be done? 

Mr. Rozerrson. That is where I disagree with you on the facts. I 
think we are gaining. I was listening to my friend, Mr. Chiperfield, 
talking about Laosa whileago. Laos is a perfect illustration. 

Here is a program that has probably received more adverse pub- 
licity than any one that we have ever had. 

The GAO made a report on things that had happened there. There 
was a highly critical article in the Wall Street Journal, which was 
also published in the Reader’s Digest. Congressman Hardy’s commit- 
tee had just had among others discharged employee “X” before it, 
telling what he thought was wrong with the program. 

There were indeed many things wrong with it. The system under 
which it operated at one time gave officials, if they were corrupt, op- 
portunities for taking advantage of the differential between the official 
exchange rate and the black-market rate. 

We had troubles in administration which also involved some of 
the personnel working for the Government. Now, those things in 
themselves were almost enough to wreck the program. But what did 
actually happen ? 

When we took over, following the French in 1955, the Vietminh, 
which were the Communist-dominated troops of north Vietnam, 
were holding on to two provinces in Laos. They had been ordered 
by the Geneva accords to disband their troops and turn over both 
of these provinces to the Royal Government, but they paid no atten- 
tion and held on to them. They were maneuvering to get a coalition 
government. The Chinese Communists came in and offered aid to 
the Lao. The Russians tried to offer them aid. However, the people 
at the core of the government were oriented to the free world and 
declined both offers. But the Chinese Communists held on to these 
two provinces, in disregard of Geneva accords (wherein they had 
agreed to turn them back to the government), until finally they did 
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succeed in negotiating a coalition government in which they were 
given two powerful seats in the cabinet. One of the positions was 
given to the half brother of the then Prime Minister of Laos, who 
maintained that his half brother wasn’t a Communist. 

After the Communists came into these positions of power in the 
government, there was an election for the 21 seats being added to the 
Assembly. While the non-Communist forces polled some 65 percent 
of the popular vote for the 21 seats, they had 85 candidates running 
for these 21 seats, so they won only a third of them. The Commu- 
nists, plus the extreme leftists, got only one-third of the votes, but as 
they ran only 21 candidates, won two-thirds of the seats, which of 
course was a great victory for them. You had all this accumulation 
of bad things. 

The American Ambassador in Laos during the worst of this period 
was J. Graham Parsons—whom I strongly recommended and, I am 
delighted to say, has been designated as my successor. He quickly 
recognized what was wrong—the abuses in the issuance of export li- 
censes and other abuses—and, working with the ICA representatives 
put a stop to them. 

Then he continued to work for monetary reform. We continued 
in our support of the government. 

At one time, Mr. Congressman, the situation was such that we 
stopped all aid to Laos. That was in July 1958. We cut off all aid 
saying, “We are not going to put a dollar more into Laos until agree- 
ment can be ‘ieciad on monetary reform and a realistic exchange 
rate which will assure that the American dollar goes in at a rate that 
will enable our aid to do what it is supposed to do.” Finally such a 
reform was agreed upon. 

Now, not to take up too much of your time, let’s just take a look at 
the situation as it is today. They have gotten rid of two Communists 
that were in the government. They now have a united country. 
They -have gotten their provinces back. They have a government in 
which are represented some of the outstanding younger men in Laos; 
a government which is strongly oriented to the free world, which has 
refused aid from the Communist bloc; and which has exchanged no 
diplomatic representatives with them. 

There isn’t anyone who can say that if we hadn’t continued this 
program despite all of the things which went wrong with it, that Laos 
wouldn’t have been taken over by the Communists. The only finan- 
cial support they had in resisting the Communists was that of the 
United States. And so, even though it is a program that was abused 
and maladministered in many ways, we are not on the defensive about 
it. Rather, I think it is one to which we can point with pride because, 
despite everything that went wrong with it, it has achieved our .ob- 
jective of keeping Laos independent. If we hadn’t kept it up you 
would now have the long finger of Communist infiltration pointed 
right into the heart of southeast Asia. Look at the map and look 
at’ the location of Laos. This is a case where the program has 
achieved its objective. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Fountain. 

Mr. Founvarn. Mr. Secretary, I too want to commend you for your 
service to your country during these perilous times and to personally 
thank you for the wonderful observations you have made here today. 
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I certainly want to agree with you with respect to your position con- 
cerning Quemoy and Matsu. 

I too have been disturbed very much by some of the things I have 
been reading in the press. 

I wish we had time to enable you to elaborate upon the many very 
significant statements you made, but there are two I would like to 
ask you about. 

In referring to Peiping’s outlook on the world, you make this state- 
ment, and I wonder if you would elaborate on it just a little further. 

It is on page 5. You say, “developing a dangerous over-confi- 
dence.” 

I think you have to some extent covered that. I wonder if you 
would comment on that just a little further ? 

Mr. Roserrson. Well, I think that the sudden assault in the Tai- 
wan Strait last August which was thwarted only by our firm support 
of the Republic of China in defending their position, plus this callous, 
arrogant invasion of Tibet—and we are getting dreadful press re- 
ports as to their slaughter of the Tibetans; bombing of villages and 
machinegunning the population and the like—shows that they don’t 
care anything about the opinion of the free world. They are going 
steadily ahead with their programs to do the things they want to do, 
to the extent that they think they can get by with them. 

They pose for us an ever-present danger. Whenever you oppose 
them, you get into a situation which may lead to very dire conse- 
quences. If they hadn’t backed down in the Taiwan Strait we would 
have had a very serious situation. Surely we can’t avoid these situa- 
tions. The only way we could avoid them would be by giving in to 
the Communist demands. Such a course would just be building up a 
threat from them of much greater magnitude and one which we would 
have to meet in the end. 

Mr. Fountarn. What has been our position and what are we doing 
in connection with the situation in Tibet ? 

Mr. Rosertson. The Acting Secretary, Mr. Herter, made a state- 
ment condemning the action. This was followed later by another 
statement condemning the action and expressing our sympathy. 
There is no way in which we can get into Tibet, even if a decision 
had been made to give assistance, except by overflying Indian terri- 
tory, so it isn’t a situation where we could just move in, willy-nilly, 
whether we would or not. 

Mr. Saunp. Will the gentleman yield at that point ? 

Mr. Fountatrn. Yes. 

Mr. Saunp. Mr. Secretary, if the Indian Government gave you per- 
mission to fly over India’s territory, are you ready to go in there and 
help Tibet? Has that been explored ? 

r. Ropertson. Mr. Congressman, I am not trying to evade your 
question. I have very definite personal ideas about what we should 
do, but I think that kind of decision would have to be made by the 
President and the Congress, and I wouldn’t presume to speak for 
either one of them. 

Mr. Saunp. The only reason I asked that question was that that 


might leave the impression that if the Indian Government gave their 


permission you were ready or you wanted to go over there, but would 
you do that ? 
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Are we ready to do that? Have we thought about it even ? 

That is all. 

Mr. Rosertson. There is a little bit more involved to helping Tibet 
than going in with military help—things like the dropping of food 
and humanitarian measures. We couldn’t have a flight even to drop 
food into Tibet without permission of the Indian Government. I 
daresay that the American people, and the organization that is al- 
ready in existence and is chaired by Mr. Lowell Thomas and of which 
Congressman Judd is a member, are waiting for an opportunity in 
which they can give aid and assistance to the Tibetan refugees. 

Mr. Founrarn. Do I have time for one more question ? 

Chairman Morean. Mr. Fountain. 

Mr. Fountarn. You say on page 11 of your statement : 

Since 1954 no free territory has fallen under Communist domination in the 
Far East. 

Of course, we had a mutual security program prior to 1954 and I 
thought that, as a result of Communist subversion from within, sub- 
stantial numbers of people were placed behind the Iron Curtain prior 
to 1954. Was there some weakness in our mutual security program 
or just to what do you attribute the success of the Communists prior 
thereto ? 

Mr. Rosertson. Well, my memory is getting obsolescent in my old 
age, but insofar as I know, there is no country in which we had a 
mutual security program that has been taken over by the Communists. 

Mr. Fountain. Not since World War IT? 

Mr. Rogerrson. I don’t know of any. 

The reason I mentioned 1954 the significance of that date is that, 
following the debacle of Dien Bien Phu, SEATO was formed. Mr. 
Dulles had the principal role in forming the SEATO organization 
which, as you know, is a collective security organization of eight na- 
tions. It put the Communists on notice that no further overt aggres- 
sions in southeast Asia would be tolerated. 

Now, since the formation of SEATO, which is continually attacked 
by the Communists because they want to get rid of it, and then put 
them on notice that any further aggression by them would be met by 
force, there hasn’t been a single country or territory taken over. 

The principal purpose of these mutual security programs is to assist 
these countries from being taken over overtly or covertly. 

There are two very necessary arms to these programs. The military 
aid is essential to withstand the overt threat; and the economic aid in 
my opinion, is essential to withstand the threats by infiltration and 
subversion—to help make these people less vulnerable to the lure of 
Communist propaganda. 

Chairman Morean. The Chair wants to announce that the Secretary 
has a luncheon engagement and we have been delaying him. 

Mr. Rosertson. I am not interested in lunch, but I am lunching at 
the President’s Guest House with a very distinguished Japanese, so 
if it would be agreeable to you, I would like to rush up there and pay 
my respects and come back. 

Chairman Morgan. The same witnesses will appear this afternoon 
so we will be able to continue questioning them, 

I am not trying to end this, but I don’t want the Secretary to be 
too late. 
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Mr. Jupp. You can come back this afternoon, too! 
Mr. Rozerrson. Just as long as you want me, Mr. Judd. ; 
Chairman Morean. The committee stands adjourned until 2:30 


.m. 
(Whereupon, at 1:10 p.m., the committee adjourned, to reconvene 
at 2 :30 o’clock, the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p.m., the Honorable Thomas E, 
Morgan (chairman) presiding. 

Chairman Morcan. The committee will come to order. 

We meet in executive session to continue Mutual Security Act hear- 
ings for the fiscal year 1960 program. 

When the committee rose this morning, Mr. Coffin was next in line 
to question. 

Mr. Corrrn. Thank you, Mr. Chairman. 

Mr. Secretary, I would like to have your views—while recognizin, 
the necessity for providing an alternative to the peoples of Sout 
Asia—of what we can expect in future attempts to keep Red China 
out of the U.N. 

Recognizing that the majority of the free world nations go along 
with us, the impression is that in a lot of cases it is only because we 
feel so strongly about it. 

Congressman Brooks Hays and I were traveling in Canada last 
fall where the topic was on everybody’s lips and I wondered paren- 
thetically what the Canadian position was. You have explained the 
United Kingdom position. But looking ahead to future fights, do you 
think we can continue to win them, do you think that on this part- 
ticular item we may not win and, if so, what can we do to prepare our- 
selves ? 

Mr. Rorerrson. I think we will win. I have spoken in Canada 
twice and I appeared on a television broadcast there once, all within 
the last 5 weeks. I spoke in Toronto before the Canadian Institute 
of Pacific Affairs, an off-the-record meeting. I spoke for 30 min- 
utes and we literally had 2 hours of questions and answers afterward. 
It was one of the best forum meetings that I have ever attended be- 
cause there wasn’t a single question that was asked that I didn’t think 
was an honest question. I think there were many things about the 
situation in the Far East which they did not understand. They were 
a very sincere, interested audience. 

A few weeks later, in the latter part of March, I spoke in Ottawa 
before the Canadian Club, which is one of their best forums. This 
was an on-the-record speech. After that speech eight members of the 
Parliament came over to the Embassy to see me and we talked about 
2 hours. I was impressed by the fact that there were a great many 
factors in the situation which they really didn’t understand. I was 
extremely gratified to learn that about 2 weeks ago when a resolu- 
tion was introduced into the Canadian Parliament to recognize Red 
China, after a rather spirited debate on the question the resolution 
ended up by going to the bottom of the list and will not be coming 


up again for consideration during this term. 
I think the Canadians are concerned with this question, as all of 
us are: What is in the best interests of the free world ? 
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If we could make the collective security of the free world stronger 
by recognizing Red China and admitting Red China to the United 
Nations with all the implications that will flow therefrom, certainly 
as far as I am concerned I would be out in the forefront trying to 
get us to do just that. If, however, such action would make the 
collective security of the free world weaker and would increase the 
menace to free world institutions then there can be no doubt that we 
should continue to oppose it. You never win battles by giving up. 

I want to say one word about the United Nations. I happened to 
have been in San Francisco for a while in 1945 when the United 
Nations was being organized. At that time there was an exhaustive 
debate about whether membership should be based upon universality 
or whether there should be a qualification for membership. It was 
decided that as this was a world body whose primary purpose was to 
preserve the peace of the world there should be a qualification for 
membership. And so they wrote into the Charter that the United 
Nations was open to all “peace-loving” states. 

The Charter provides that “peace-loving states which accept the 
obligations of the Charter and are able and willing to carry out these 
obligations may be members.” 

The Charter also provides for the expulsion of members which 
persistently violate Charter principles and the only exception among 
its present membership of 82 are the 5 original members, the perma- 
nent members of the Security Council, which can veto their own ex- 
pulsion. That veto power, which has been invoked by the Russians 
some 88 times, has prevented the United Nations from exercising dis- 
cipline of any kind over the Russians, 

The French and the British moved into Suez. The United Nations 
called upon them to withdraw their forces and they complied. Russia 
marched into Hungary, liquidated that rebellion ruthlessly and 
thumbed its nose at the United Nations but it was in no way deterred 
from what it was doing by its membership in the U.N. sitegty because 
there was nothing the United Nations could really do about it. 

But because you have this weakness in the United Nations you don’t 
have to compound it. 

Now, let’s take Red China’s record as a peace-loving nation and see 
4 it qualifies for membership in the United Nations under its 
Yharter. 

The Communists took over the mainland of China in December 
1949. In February 1950, 2 months later, they called upon all of the 
peoples of southeast Asia to overthrow their governments. Before 
the year was out they had invaded Tibet. They are still engaged in 
the fiquidation of that rebellion. 

Mr. Corrriy. Do you think the Tibet experience will perhaps 
strengthen our hand in the UN issue? 

Mr. Rosertson. I think it will very much. 

Also before the year was out in 1950, they invaded Korea. For 
that aggression they were denounced by UN resolution as aggres- 
sors oo om the peace of the world. That resolution is still out- 
standing. . 

The Chinese Communists are still defying the United Nations, 
charging that the United Nations was the aggressor in Korea and, 
being the aggressor and a belligerent, it is without moral authority 
or competence to supervise general elections for the unification of 
the country. 
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When they achieved the truce in Korea, the Red Chinese then 
moved into Indochina and capitalized that. revolution to their ends. 
They trained and equipped and supplied the Vietminh Armies. After 
the Geneva accords to which they were signatory, they paid no atten- 
tion to the agreements which they made there. They moved into 
north Vietnam, they reorganized the Vietminh Armies, supplied them, 
and equipped them with weapons prohibited by the Geneva accords, 
which were designed to maintain the military balance of power 
between the two forces as of the time of the armistice. 

As I told you this morning, they were ordered by the Geneva 
accords to disband their troops in two provinces in Laos. They paid 
no attention and a year later traded them for a coalition government. 

They have threatened war in the Taiwan Strait twice. 

We have four divided countries in the world: China, Korea, 
Vietnam, Germany. We have three areas in the world in bitter dis- 
pute: (roa, between India and Portugal; Kashmir, between India 
and Pakistan; West New Guinea, between the Dutch and the 
Indonesians. 

Now, if all of the countries involved in these disputes were to 
decide to go to war to settle them, we would indeed have a world of 
chaos. In every one of those situations except in the case of the 
Chinese Communists, the parties concerned have undertaken to settle 
these differences by peaceful means. Through 87 of the meetings 
begun in Geneva and continued in Warsaw, we have endeavored to 
get the Chinese Communists to renounce the use of war in the settle- 
ment of the Taiwan problem, without prejudice to their position, 
They have refused to do so. 

Now, here is a regime that has set itself up in defiance of the 
standards that have been adopted by the rest of the world to a more 
or less degree but in principle by all the members of the United 
Nations. The people who are advocating seating the Red Chinese in 
the United Nations are not insisting that Red China change its ways 
and conform its policies to the policies of this world organization. 
They are insisting that the ene organization modify and conform 
its requirements in order to accommodate itself to this lawless nation. 

Now, if you say a mistake was made in 1945 and there should have 
been no qualification to obtain a seat in this world organization, then 
let’s have the honesty to say, “We made a mistake. Let’s tear up the 
Charter and start all over again.” But by no possible stretch of inter- 
pretation of the Charter of the United Nations can Red China qualify 
as a peace-loving nation. 

Now, I want to emphasize again, people everywhere are looking to 
us. We are having support from a great many countries which are 
very much afraid that we will give away. 

Now, I will be the first to admit that this problem will become more 
difficult as membership in the United Nations is increased, because if 
the Communists can succeed in identifying themselves with the na- 
tional revolutions that are going on in some countries and make the 
people think that they are on the people’s side, they may win more 
and more votes. Little countries, for instance, with no responsibilities 
for maintaining order in the world have exactly the same vote in the 
General Assembly that the United States does. 

I am concerned about what may develop in the United Nations. 
Originally there were, if I remember correctly, 50 members. The 
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membership has increased by 60 percent in these last 14 years. And 
so we shall have a problem that we shall have to continue to work on. 
But it is in the interests of free world security not to let any other 
nation think that it can defy the whole world and that the rest of the 
nations of the world will adjust to it rather than expecting it to make 
the adjustment. 

Once we accept that principle, in my opinion it spells the end of 
the United Nations. 

For instance, when the old League of Nations refused to take sanc- 
tions against Mussolini for his invasion of Ethiopia, that was the be- 
ginning of the end. And, in my opinion, if the United Nations should 
forget its primary function and duty of maintaining the peace of the 
world, and just become a political debating society, it too, will pass. 
And it is too valuable an organization to be destroyed for any such 
reason. 

Chairman Morean. Mr. Adair. 

Mr. Apair. Another committee of the Congress, the Committee on 
Government Operations, has, according to newspaper stories, discov- 
ered some evidence of wrongdoing, I would say, among people con- 
nected with the program in Laos and other places. 

Would you care to comment on that? 

Mr. Rosertson. There is no question but what there has been abuse 
on the part of some of the recipient countries. There have been in- 
stances of poor administration. There have been charges of very 
highly questionable conduct on the part of some of the personnel. 

Mr. Apatr. That is what I was referring to primarily. 

Mr. Ropertson. I don’t know whether these charges have been 
proven but all I can say is that the nature of the charges has been 
extremely disturbing. 

For the sake of this discussion, let’s assume that they are true. Just 
take Laos, which is the one, as I said this morning, mostly in the news. 
[ am certain there were many things radically wrong with that pro- 
gram. They were corrected. The end result is that we now have the 
kind of result we strove for from the beginning. It got so bad at one 
time that we cut off all aid to Laos from July to October 1958—but 
there was never any time that it seemed we would be justified in burn- 
ing down the barn to kill the rats. I think we have killed the rats 
and we still have our barn, better than it was when we started. 

Mr. Aparr. Thank you. 

Mr. Moyer, would you care to comment on that ? 

Mr. Moyer. With respect to the particular aspect of the question 
which I understand you are asking about, one individual who has been 
in the employ of our mission in Laos has confessed to what is certainly 
highly improper conduct. This case has been turned over to the De- 
partment of Justice and ICA is cooperating fully with the Department 
of Justice. What will come out of it I don’t know. 

Mr. Apair. Is he still with the ICA? 

Mr. Moyer. No, sir, he has been out of the ICA for more than a year. 
I have forgotten the precise date of his resignation. It was just a little 
over a year ago, as I recall, 

Mr. Anatr. Before we move on to the second point, another ques- 
tion: Did any investigation made by and within ICA itself disclose 
these alleged irregularities on the part of this man? 
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Mr. Moyer. There was an earlier investigation. It reached a point 
where it required getting access to his bank account and related mat- 
ters. On the advice of his lawyer the individual concerned refused 
to give the necessary cooperation. My understanding is that ICA, 
itself, does not have the power of subpena. The man had renignes 
and it was not pushed further at that time; but the case had 
under investigation by ICA and it came to this point. 

I am not quite sure what happened subsequent to that but this I 
know was the climax of it as far as ICA was concerned. 

Mr. Apatr. Was this irregularity then reported to somebody else? 
I am interested in the procedure by which TCA does its own house- 
cleaning, when necessary. 

Mr. Moyer. We have within ICA a specialized division on security 
matters to which is referred any cases of this kind. And there are 
other allegations. This is not the only case of allegations. To my 
knowledge, at least in the Far East, this is the only case where any- 
thing has been proven. Occasionally I review the records from this 
section of the agency. 

They have their trained investigators. I understand that they also 
seek the cooperation occasionally of other agencies such as the FBI. 

This is the general process. Cases involving allegations are re- 
ferred to this section within the ICA and they conduct an investiga- 
tion. It was this section to which I was referring that investigated 
the case earlier. 

Mr. Apart. I interrupted you. You were going to move on to an- 
other point. 

Mr. Moyer. I was going to mention a second case that has appeared 
in the newspaper involving an item as I recall of $500. My under- 
standing in this case is that it has not been demonstrated there was 
improper conduct. Whether that case is closed yet or not I don’t 
know. The last I heard was, and I think maybe someone in the room 
could verify this but my understanding is that it looked highly un- 
likely that there was improper conduct involved. I do know that the 
question was raised as to whether there was improper conduct. I 
don’t know what.the final findings will be in that particular case. 

These are the two cases that have come up. 

Mr. Aparr. And this sort of thing is not at all common in the or- 
ganization? You are saying to the committee these are isolated in- 
stances so far as you know ? 

Mr. Moyer. Yes, sir. With regard to cases of improper conduct, 
as I have said there are others that have been investigated; but with 
respect to cases that have been raphe Sa and proven, to my knowl- 
edge the above is the only case in the Far East. At least since I have 
been with this job in the program. 

Mr. Aparr. And you have said, I think, that there is an effort on 
the part of the ICA, itself, constantly to police its operations and 
its personnel—I shouldn’t use the word “police” but to check, to be 
sure these improper practices are not going on. 

Mr. Moyer. Yes, sir, and that starts when the employee is first ap- 
proached or when he approaches the agency for employment. There 
is a thorough check made, previous records are investigated so that 
a line on people is gotten before they are ever employed. 
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_ Then when allegations or rumors or something suspicious appears, 
it is referred to this division of ITCA—and I might mention that in 
addition to headquarters in Washington there are inspectors placed 
in Tokyo—I believe there are three in total, one also in Manila and 
one in Bangkok. I think one was changed to Saigon, but I am not 
sure. There have been three field inspectors. en they hear of 
suspicious action through one source or another, they are right in 
the area and go to the spot and investigate when any serious situa- 
tion arises. 

Mr. Apatr. Now, to move on if I may to another question, quickly. 
When you are making your estimates for programs in advance, do 

ou take into account credits which might be available under Public 

aw 480? 

Mr. Moyer. Yes, sir. 

: me) Avatr. To what extent do you take those into account and 
ow? 

Mr. Moyer. We take them into account to the fullest possible ex- 
tent. I might give some examples to illustrate precisely what we 
have done. 

Now, under Public Law 480, programs are developed with what 
you might call two types of country in the Far East. One is repre- 
sented by Japan and Indonesia to which there have been very large 
sales under Public Law 480. 

We do not have in either of these two countries defense support 
giving assistance directly to the military. So if the local currency 
originating from Public Law 480 sales is used in this type of country, 
it is used among other purposes for economic projects; and in fact 
very substantial amounts in both of those two countries have been 
so used. 

But there is a second group of countries represented by Korea, 
which has had the largest program, but to some extent by Taiwan 
and to a smaller extent I think also by the Philippines—I know in 
the Philippines, also. 

Now, when Public Law 480 sales are made in such countries a sub- 
stantial amount of the local currency proceeds is devoted to military 
support purposes, particularly in Korea. I believe that about 80 
percent of the local currency derived from Public Law 480 in Korea 
has been devoted to military support purposes. 

Mr. Aparr. By that do you mean defense support ? 

Mr. Moyer. It is the military support function of defense support. 

In other words, in such countries I think we could practically say 
that dollar for dollar—I am not sure it would go that far in all cases 
but by and large Public Law 480 substitutes for other aid under 
defense support. In other words, if we did not have this Public Law 
480 assistance we would have to have nearly an equivalent amount, 
if not an equivalent amount, of defense support. 

Mr. Apam. On that point, do you know about how much these 
Public Law 480 credits are being anticipated in the next fiscal year 
for the Far East? 

Mr. Mover. Yes, sir. : atl 

For 1960, a projection including all countries—I will give you 
the total first. This includes the Japan-Indonesia type country 
as well as the Korean type country. 
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We assume there will be [security deletion] of Public Law 480 
sales within these 10 countries of the Far East. 

A short time ago I jotted down the figures just for the countries 
where defense support is involved. They add up to [security deletion] 
out, of this [security deletion]. That is roughly a little over half of 
thetotal. A large part of this half is for Korea. 

This year we are assuming a $35 million sale to Korea [security 
deletion]. 

Mr. Apair. But for this whole segment of the world, [security 
deletion | is the amount for fiscal year 1960. 

Mr. Moyer. That is what we are estimating; yes, sir. 

Mr. Apair. Were it not for those funds, presumably it would be 
necessary to increase the requests in the mutual security bill by approx- 
imately the same amount. 

Mr. Moyer. It would be necessary to increase the requests in the 
defense support countries by approximately equal amounts. Japan 
and Indonesia would be different. There it would depend on whether 
or not we wanted to give economic assistance, although even in those 
cases it might be necessary to help; but I would speak only with respect 
to the countries where defense support is given and that adds up to 
[security deletion]. 

Mr. Apatr. Could you speak to that, Mr. Robertson ? 

Mr. Rozertson. I would like to answer this and then I hope you will 
allow me one more comment on what you asked me about Laos. 

Most of these countries are very limited in foreign exchange reserves 
and these Public Law 480 programs enable them to get commodities 
that they might normally have to use foreign exchange to buy, so I 
think they area very Sika] aug enone to the mutual security program. 

You asked me a while ago about Laos. One of the witnesses be- 
fore Congressman Hardy’s committee was a man who came to the ICA 
with the highest recommendation. His experience was such that 
surely on paper anyone would have thought he was a competent man 
for the duties which were assigned to him. 

He had been there only a short time before his conduct became such 
that the Ambassador and the ICA chief thought that it was detri- 
mental to the interests of the United States and he was discharged. 

Chairman Morean. Judge Saund. 

Mr. Saunp. Thank you, Mr. Chairman. 

Mr. Secretary, allow me to join with my other colleagues, Mrs. 
Bolton and the others, in saying that you have a record of dedicated 
public service of many years. No one questions the fact that you 
have been sincere, well-meaning and hard-working and it will be a 
loss to the United States that you are retiring. 

Mr. Secretary, would you agree with me that if it wasn’t due to the 
fact that Taiwan has a military alliance with the United States and 
because of the deterrent effect of the United States military power, 
Red China would have taken Taiwan? Would the same apply to the 
Philippine Islands? 

Mr. Rosertson. I think it would apply to the whole area. 

I may not have answered your question correctly. I think that if 
the United States would withdraw its forces from the Western Pacific 
and its support of what we call free world forces in the Western 
Pacific, inevitably Red China would take over Asia. 
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Mr. Saunp. In other words, there is the deterrent effect of the mili- 
tary position of the United States in that part of the world that is 
keeping Red China out of Formosa and the Philip ines ¢ 

Mr. Roserrson. Out of Formosa and the Philippines and, in my 
opinion, the rest of Asia. 

Mr. Saunp. Mr. Secretary, this current year we had to increase 
our program for Taiwan to [security deletion]. A country with a 
population of 11 million people, or over [security deletion] per man, 
woman, and child. 

Yet in the Philippines according to this book, we spent [security 
deletion] ; a population of 24 million people, or [security deletion] per 
man, woman, and child. 

If it was not for the deterrent effect of the U.S. military power in 
that, part of the world, the Communists would take South Vietnam ? 

Mr. Ropertson. I think so. 

I would repeat what I said before. I wouldn’t say they would 
do it tomorrow. I don’t think you can be precise. But I think that 
without the deterrent effect of the military power of the United 
States, plus some 1,800,000 Asian troops which we are helping to sup- 
port, Red China would eventually take over all of Asia. 

Mr. Saunp. What is keeping’ Red China from taking over Burma? 
We have no military alliance with Burma. 

| Security deletion. ] 

Mr, Saunp. In Burma there are 20 million people and our foreign 
aid to them in the 1960 fiscal year will be [security deletion]. 

Vietnam has a population of 13 million and our aid goes to [secu- 
rity deletion] per man, woman, and child in Vietnam and [security 
deletion] per man, woman, and child in Burma on the border of all of 
that land mass of China, 

When is this aid to Vietnam—[security deletion] per man, woman, 
and child, and to Taiwan—last year [security deletion] and this year 
[security deletion] as against [security deletion] for the Philippine 
Islands—when is it going to end? How long do we have to do that 
or why should there be so much difference, Vietnam and Thailand as 
against Burma? 

Mr. Rosertson. You left out one country where from your stand- 
point per capita aid would be even greater, and that is in Korea. 

Now, the reason that you have these large programs in Korea, 
Taiwan, and Vietnam is because they are the only three countries 
immediately faced with large forces of battle-ready Communist 
troops. 

i Korea, the Chinese Communists claim that they have withdrawn 
from Korea. Be that as it may, there are [security deletion] battle- 
ready troops in North Korea and hundreds of modern planes. I 
think they have about three and a half times as many jet planes in 
North Korea as the South Koreans have in South Korea. Moreover, 
these Chinese Communist troops are behind the Yalu within easy dis- 
tance to strike again if they want to bring them in. 

The Chinese Communists have refused a political settlement in 
Korea. I attended the Geneva Conference for 2 months in 1954. We 
could have made an agreement any day on their terms, but at no time 
did they ever indicate a negotiating position. They insisted then, as 
they are insisting now in this latest note we had from them, that the 
United Nations are the aggressors. 
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With respect to Taiwan, across the strait on the mainland the 
Chinese Communists have been gradually building up their military 
capabilities. In the last 2 years they have completed 10 new airfields 
to accommodate jet planes. They have increased their gun emplace- 
ments around Amoy. They have moved in modern planes onto these 
airfields. All of the activities have been such as to indicate that at 
uny moment we might expect an overt’ attack. They did attack 
overtly in August 1958. 

In north Vietnam, as I said a while ago and I need not. repeat, 
the Chinese Communists have supported an army of Vietminh 
battle-ready troops, more than twice the size of the army in south 
Vietnam. 

Now, if we withdraw our support from this army of south Viet- 
nam, of about 150,000 men, we can save a great deal of money, per se. 
But if the Vietminh troops could march into south Vietnam with 
no defense and nothing to deter them, you are then faced with a 
problem of letting them have it, or of coming in and using a well- 
placed thermonuclear bomb to blast them out. I, for one, would 
think that the latter course would be the ultimate calamity. It seems 
to me we must support conventional troops that can defend against 
local aggression without having to resort to thermonuclear weapons. 
Once you start that kind of a war, I don’t think there could be any 
victors. You might be a victor, but, as Mr. Churchill says, you 
would be a victor on a heap of ruin. That is the thing I fear very 
much in these times, Mr. Congressman, that we will come to rely 
entirely upon our thermonuclear deterrent. It is indeed the one 
deterrent that has kept the Communists from taking over the world 
because they don’t want to be destroyed either. But I don’t think 
that we can possibly afford to tear down our fences of conventional 
troops which can take care of these situations by conventional 
methods. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Bentley. 

Mr. Brentuzy. Mr. Robertson, it is always good to see you here. 

Let me say sincerely that you will be missed. 

Taking advantage of your swan song before the committee, I seem 
to recall back in 1950 when the Chinese Communists first came into 
Tibet that at that time the Tibetan Government made an appeal to 
the United Nations which was ignored. 

Do you know of any plans to bring the Tibetan question before 
the U.N.? 

Mr. Roszertson. No, I don’t. There have been many rumors of 
moves that would be made. It has been rumored that the Dalai Lama 
himself may try something. I do not know that any plans have been 
finalized. 

Mr. Bentiey. We have here in the area of the world for which 
you are responsible, a total program for fiscal 1959 requesting in 
excess of $111 million. A very large part of that goes for direct 
military assistance and a nearly equally large part of it goes to 
defense support, which is primarily related to the military establish- 
ments in specific countries, specifically Taiwan, Korea, and Vietnam. 

Now, in those three countries, we are building up military estab- 
lishments to maintain the status quo, so far as I see it, to maintain 
the geographical divisions of Vietnam, of Korea, and of China. 
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My question is, very frankly, where do we go from here? Is it 
going to be necessary to continue to support the military establish- 
ments of south Vietnam, South Korea, and Taiwan for an indefinite 
period of time, merely to remain on the defensive and do nothing 
more than hold the line against Communist aggression in those three 
areas, or do we have any hope—and if we have I fail to see it in your 
statement or the statements of the other gentlemen—that the situa- 
tion over a period of time can change, where we may either be relieved 
of at least part of the burden of supporting these countries or develop- 
ments may occur in which possibly unification of these countries 
might be expected to take place. 

Mr. Roserrson. I think as long as the Communists maintain their 
hostile, aggressive attitude, we have no alternative but to support these 
military forces because the only alternative would be to give these 
countries to the Communists. 

Now, I don’t think for one moment that this is a hopeless problem. 
If anything I have said in my statement has given you a defeatist 
impression, I wish to try to correct it now. 

I think that we will win, not lose. I think also that time cures a 
lot of things. I think many things may happen to the Communist 
world. They are not as impregnable as people seem to assume they 
are—those who say that the only way of getting along with them 
is to give up tothem. I can remember and se can you when Mr. Hitler 
appeared to be impregnable. 

fr. Chamberlain felt he had really bought “peace in our time” 
when he came back from Munich, This is a long-term problem for 
us, in my opinion. I don’t think anyone can set any target date when 
we can cease in this struggle with the international Communists for 
world domination. It is not just these Asian countries that are in- 
volved. We have the same question in Germany; we have it in the 
Middle East; we have it in Africa, as well as in Asia. We have it 
all around the globe everywhere. The Communists probe first in 
one place and then another place, to see where we are weakest, where 
they can expand. 
- Mr. Benttey. I didn’t mean to imply anything you said was de- 
eatist. 

I refer to your statement on page 9 where you stated that the Com- 
munist regime in China, which is the potential aggressor in the three 
areas I mentioned, is unlikely to be replaced in the foreseeable future 
or to be alienated from the Soviet Union. 

Now, you go on to list on that same page the various means for deal- 
ing with the threat of communism in China but these seem to be 
entirely defensive means. 

My question then is, is the best we can hope for to remain on the 
defensive, to preserve the status quo for an indefinite period of time, 
or what alternatives do we have, sir, if there are any ? 

Mr. Roserrson. I am not sure that I completely understand you, 
but assuming I do, I can remember at one time some years ago it was 
held in certain quarters that we couldn’t afford to try to maintain the 
status quo—this policy of containment—that we should go out and 
engage in a preventative war. 

_Now, if you say are we going to continue to remain on the defen- 
sive, I don’t know whether you imply by that that we should go on 
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the offensive. I don’t think in the kind of world in which we live 
today that we or any other nation can be justified in trying to correct 
these situations by going to war. 

I think we have to try to contain them, try to settle whatever ques- 
tions can be settled—although we have learned from long experience 
that when you make agreement with these people you just create a 
facade behind which they proceed to violate them. We made 25 major 
agreements with the Russians and they violated every one of them. 
We made an armistice agreement with the Chinese Zuheenits in 
Korea that had four provisions. They violated three out of the four. 

They also made cease-fire agreements at Geneva with respect to 
Indochina. The ink wasn’t dry on that treaty before they began to 
violate the agreement and continued to do it. 

There are no black and white answers to these questions, and as 
certainly as we are sitting here they are going to be with us for some 
time to come. We don’t know when the break is going to come. It 
may be years from now, and that is one of our greatest dangers, be- 
cause we Americans don’t like long-term problems. We get tired of 
having this problem to worry about all the time, and the danger is 
that in our desire to get rid of it we might just sweep it under the 
rug and get on with the things we want to do in our own country and 
in the rest of the world. 

I don’t think anybody can give you a timetable on when the break 
will come. 

Mr. Bentiey. Mr. Robertson, would you assume though that the 
only method by which we can depart from the defensive and take 
offensive action in any one of these areas or indeed the entire Far 
East would be—would you say the only way we could do that would 
be by overt military action, or are there other ways? 

Mr. Rosertson. Asa matter of fact, I think we are employing those 
other ways now. In addition to supporting these military forces, we 
are also, to the extent we have the funds to do so, trying to improve 
their economies, to develop in them viable economies so they can get 
along with their development and in that way relieve the burden on us. 
That is the primary purpose of the economic aid side of this pro- 
gram—to make these countries more stable economically, to give the 
people of those countries a better life, to make them less vulnerable 
to the lures of the Communist propaganda. 

Mr. Bentiey. Let me ask one remaining question if the chairman 
will permit, and that is, Do we have any hope, with respect to Korea, 
Vietnam, and Taiwan, where so much of this money is going, that by 
building up the military establishments and the economies of these 
areas, have we any guarantee that those economies will become so 
attractive that their Communist counterparts might thereby be at- 
tracted to come over on our terms and not on theirs? 

Mr. Rozerrson. I don’t think, Mr. Congressman, that, as long as it 
is necessary to maintain military forces in these three countries of the 
size and magnitude we now have to maintain in view of the threat 
opposing them, that we can do much more than to keep their economies 
from deteriorating, plus a small measure of advance toward viability. 

I don’t. think there is any such thing as establishing a viable econ- 
omy in Korea, when the Reisions Government has to spend so large a 
percentage of its total revenues for defense purposes. 
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The same thing is true of Vietnam to a lesses degree and of Taiwan 
toa still lesser degree. In all three of these countries, as the Congress- 
man just pointed out a while ago, armies are being maintained far 
beyond the financial abilities of these countries to support. The 
reason we must give economic support as well as military support is, 
that if we just gave military aid, which provides hardware and 
equipment, the countries themselves would still have the burden of 
feeding and paying for these armies and the continuing expense of 
performing all of the other functions of government. The burden 
would be so great they would in my opinion soon go bankrupt. 

There is no way they can carry on without help, and we just do not 
have the money available to cover all that must be spent for military 
purposes in these three countries and at the same time be able to spend 
for economic development what would be necessary to promote quickly 
the kind of viable economies you are speaking of. 

I think, however, that we are making progress in all three of these 
countries. As Dr. Moyer will testify, we have made marked progress, 
but we are not making progress as fast as we would like as far as 
economic viability is concerned. : 

Mr. Bentiey. Thank you, Mr. Chairman. 

Chairman Morgan. Mr. McDowell. 

Mr. McDowetrx. Thank you, Mr. Chairman. 

Mr. Secretary, there is something that has always bothered me and 
gone even if it seems to be in terms of the Monday morning quarter- 
oack, perhaps you could give us your thinking on the situation now. 

In the case of North Vietnam—I am thinking of it in terms of the 
Korean situation—would we have been better off if we decided to do 
the same thing there that we did do with Korea? That is, go in 
actively with military support and try to save that area from the 
Chinese Communists? In view of the fact that that is the only country 
where they have successfully penetrated so far. 

Mr. Ropertson. There were a great many people who thought we 
should at the time. 

I would like to go off the record here for a moment. 

(Discussion off the record. ) 

Chairman Morean. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. I just want to join with 
my colleagues in expressing appreciation for the splendid testimony 
that you have been giving and for the very fine way you have analyzed 
and presented these very difficult problems. 

In reference to a long-range program—and this is in connection 
with what Congressman Bentley was saying—do you envision the 
time when Communist ideology will begin to change so that perhaps 
the attitude of aggressive international communism will be different 
and we may get somewhere in establishing a settlement ? 

Mr. Rosertson. I do indeed. Again, it may be longer than we 
would like, but I cannot conceive of man being willing to live per- 
manently under the kind of slavery that is imposed by the regimes of 
international communism. Now, how long it will take him to throw 
it off, I don’t know how to guess. I think it will be an evolutionary 
development. 

Take in Russia for instance. The Communists took over Russia in 
1917. 42 yearsago. But today after 42 years of this greater heralded 
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ideology, less than 4 percent of the Russians are allowed to molanm to 
the Communist Party. And that little 3-plus percent are just rubber 
stamps for what the little group of feuding leaders at the top decree 
shall be done. 

The Communists don’t dare to submit their system to the will of the 
veople. Today, after 42 years, no man in Russia has any rights or 
dignity as a human being, except in terms of his conformity. The 
moment he doesn’t conform, off comes his head. It doesn’t matter 
how harmless he is. Look what happened to Dr. Pasternak. Read 
his book. It will be terribly difficult to find in that book anything 
that should subject this man to persecution. 

Coming to Red China, you read at times silly reports about how 
this regime at long last has won the support of the people and that 
the people are happy and dedicated. That of course is fantastic 
nonsense. There isn’t any evidence of any kind to support such a 
claim. 

We commented this morning about the imposition of the commune 
system on the mainland which represents mass slavery on a scale never 
tried before in human history. Even the Russians got concerned 
about it. Both Mr. Khrushchev to Eric Johnston and Mr. Mikoyan 
here in Washington expressed doubt that it would work. This was 
interpreted in some’ quarters as revealing a division between Mr. 
Khrushchev and Mao Tse-tung and a fear on part of the Soviets of 
Red China’s growing strength. Well, we can only speculate about 
these things, but in my earnest opinion Khrushchev wasn’t worrying 
about the Red Chinese becoming so strong that they would consti- 
tute a threat to Russia. He was, I believe, concerned that his stro 
right arm might be pursuing tactics and procedures that woul 
weaken Red China and therefore reduce the power of the Communist 
alliance. I don’t think he was revealing a fear of Red China’s becom- 
ing strong. 

It comes back to us: What American under any circumstances— 
whatever his economic situation, whatever his blessings—what Ameri- 
can would willingly endure for a day the regimentation imposed by 
these people. 

People are pretty much the same around the world. Nobody wants 
slavery. Nobody appreciates regimentation. Every human being has 
a desire for personal liberty and for respect as a human being and 
these people crush individuality. 

There isn’t a single country where they exercise control by the 
volition of the people. They stay in control by liquidations, purges, 
repressions. 

, for one, have too much faith in man himself to think that he will 
permanently endure the kind of slavery imposed by the Communists. 

Mr. Merrow. Well, from what you have said, then, you would en- 
vision if we can hold the situation as it is, some kind of an uprising 
or a owe within those countries that will probably change that 
system 

Mr. Roserrson. I think there is an evolutionary process going on in 
Russia today. There are, I believe, many people in Russia who now 
privately realize many things which they can’t publicly express. I 
am certain in my own mind that the end of this thing will come even- 
tually. How long it will take, who can say. But in the long rollcall 
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of history communism will, I believe, be remembered as a horrible 
phase that has passed. 

Mr. Merrow. It would appear from the way they have operated in 
negotiations that as of the moment they haven’t much desire of 
settling anything and they look upon negotiations as just another 
means of continuing the cold war. 

Mr. Ropertson. "That is my opinion at least. Whether it repre- 
sents anyone else’s or not I can’t say. 

Mr. ow. Thank you very much. 

Chairman Morean. Mr. Murphy. 

Mr. Mourrny. Mr. Secretary, am I correct in understanding that 
when one uses the term “rice bow] of Asia” they mean Burma, Thai- 
land, Cambodia, and Vietnam ? 

Mr. Rozertson. Southeast Asia, yes, sir. 

Mr. Murpuy. Does India import rice from this area ? 

Mr. Ropertson. Yes. 

Mr. Murrny. And also Red China? 

Mr. Rozertson. Yes, but Red China also sells rice to other coun- 
tries—to Ceylon, for instance. Red China has a rice deal with Ceylon 
whereby she exchanges rice for rubber. ~ 

Mr. Murpny. But my point is who controls that area would have 
a great effect on the foreign policy of India. 

ndia has to rely upon this area for her major staple, rice. 

Mr. Rosertson. Indeed it does. 

Mr. Morrrry. The major factor would be to support this area in 
order that it would not fall into the hands of Red China? 

Mr. Ropertson. Yes. I think if this area did fall into the hands 
of Red China, it would pose a most serious threat to India itself. 
I believe that one of the last things India would like to see happen 
would be the takeover of this area by the Communists. 

I can’t, of course, speak for the Indians but judging by what I read 
in their press and some of the views voiced in their Congress they are 
terribly concerned by the action of the Chinese Communists in Tibet— 
and no doubt by what has been reported this morning from Nepal. 

Mr. Murpnuy. Thank you. 

Chairman Morgan. Mr. Meyer. 

Mr. Meyer. Mr. Chairman, I think that Secretary Robertson, Cap- 
tain Howe, and Dr. Moyer have made a very good presentation of 
this area from their viewpoint and I would like to make a slightly 
different presentation although it is aypeally impossible under the 
5-minute rule. I assume that is all the time I have. Perhaps I will 
use 1 or 2 minutes myself and 2 or 3 minutes for questions and answers. 

I would like to say, however, that in the interests of this committee, 
in the interests of Congress and the interests of the American people, 
another viewpoint or another approach should be discussed if it is 
physically possible, and this would ‘require more than 5 minutes. 

Mr. Jupp. Mr. Chairman, why doesn’t the gentleman come before 
the committee as a witness? We often have that. I have testified 
a time or two as a witness, in favor of something or other that I was 


proposing. 

Chairavast Morean. If the gentleman wants to proceed now under 
his 5 minutes and then appear as a witness, he may. Do you want 
to ask any questions now under the 5-minute rule? 
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Mr. Meyer. All right. 

I will ask this question of Secretary Robertson: I have a letter 
here which says that the authoritative Economist of London asserts 
in this April 4 report on Formosa that contrary to the assurances 
given the American public by the American State Department 6 
months ago, Chiang Kai-shek is still determined to use force to 
recover the Chinese mainland. 

In my opinion that means an American force would have to be 
employed and because this communication also underlines the grave 
danger of the American policy of using hundreds of millions of 
dollars to sustain the idea that Formosa is one of the five great powers 
in the United Nations, I just wonder if you could answer that question 
for me in relation to the policies of Chiang Kai-shek as to the future. 

Mr. Rosertson. There is not the slightest evidence that I know that 
Chiang intends to use force to reconquer the mainland. As a matter 
of fact, there is every indication that he doesn’t. 

We have a Mutual Defense Treaty with the Republic of China. 
Soon after that treaty was signed we had an exchange of notes in 
which the Republic of China pledged itself not to take offensive action 
against the mainland except in consultation with us and with our 
consent. I accompanied Mr. Dulles to Taiwan in October of last year 
and I invite the author of the article in the Economist—I don’t know 
who he is, but in my opinion he is talking through his hat—I invite 
him to read the communique that was issued at that time, in which 
the Chinese renounced just the very thing which he asserts they are 
going to do. 

In my opinion it is an irresponsible assertion. 

Mr. Meyer. Do you know anything about the Taiwanese or For- 
mosan Government in exile in Japan? 

Mr. Rosertson. No. 

Mr. Meyer. Sometime back I received a communication from them. 
In their communication, a letter to the citizens of the United States of 
America, they said that— 

On August 31, 1958, the Provisional National Congress of the Republic of 
Formosa in exile in Japan had issued a proclamation stating that the present 
tension across the Formosa Channel created by the Chinese Nationalist ‘“counter- 
offensive” on the China continent and the Chinese Communist “liberation of 
Taiwan” should be solved according to the principle of racial self-determination, 
a free and independent Formosa by the native Formosans guaranteed by the 
international agreement, and one China to be settled by the Chinese themselves 
in the continent. And a special cablegram to Dr. Dag Hammarskjold, Séecretary- 
General of the United Nations, to request his intervention in the solution of the 
issue and cooperation in evacuating the native Formosan soldiers and officers 
from the islands of Quemoy and Matsu, was also dispatched on the same day. 

It is all because of the facts that those offshore islands are not our territory, 
and we have no obligation to fight for the Chinese Nationalists to regain their 
lost continent, or to be involved in the Chinese civil war. And, although we have 
nothing to do with the war between Chiang Kai-shek and Mao Tse-tung, we are 
most willing to defend our father islands, Formosa and the Pescadores from 
the invasion of the Chinese Communists. 

We strongly believe that the national independence of Formosa is the only 
healthy means to prevent Formosa from falling into the hands of the Com- 
munists, that the independence of Formosa is the only way to have a permanent 
peace in the Far East, and that the independent Formosa is the only road to 
guide our people to prosperity and happiness. And it is not only a matter of Ife 
and death with the Formosan people, but also directly concerned with the na- 
tional security of the nations in the western Pacific. 
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Hence, an immediate action of solving the Formosa issue by the United States 
of America is most urgently requested. 


THomas W. I. Liao, 
The President of the Republic of Formosa in eile in Japan. 

I just. wondered if you had heard of this. 

Mr. Rosertson. I knew there were Taiwanese in Japan but. I never 
knew they called themselves the Provisional Government of Taiwan. 

Mr. Congressman, the people on Taiwan, today—I am talking 
about the Taiwanese, now, not the two million plus mainland Chinese 
who are there—enjoy a standard of living which they have never en- 
joyed before in all of their history. A land reform program that 
could almost be a model for the rest of Asia has been implemented 
in Taiwan. Those little farmers do in fact own their land. The 
merchants of Taiwan are enjoying unusual prosperity, due, of 
course, In great measure to the large expenditures which we are 
making there. 

Taiwan is also close enough to the mainland for refugees to get 
through now and then. The people of Taiwan are acutely aware 
of the slavery that exists on the mainland today. And they are also 
aware that the one thing that saves them from the kind of slavery 
which they would have to endure if they were taken over by the 
Chinese Communists is the Republic of China supported by the 
United States. 

Mr. Meyer. Aren’t they also claiming they are not represented in 
their own government at all proportionately ¢ 

Mr. Rogerrson. You will certainly find dissidents among the 
Taiwanese as you will find in every country. 

But insofar as their local governments are concerned, the Taiwanese 
have a large responsibility. 

The Federal Government—that isn’t a good name for it—the Na- 
tional Government of the Republic of China is largely in the hands 
of the mainland Chinese. 

No one can say that. there isn’t some political discontent, but I think 
you would find that on balance the overwhelming majority of the 
Taiwanese people are conscious of the fact, (1) that they are better 
off than they have ever been—under the Japanese or since, and (2) 
they are close enough to the mainland to know what is going on there 
and have a great fear of it. 

For instance, there was a great deal of speculation as to how the 
Taiwanese troops on Quemoy would stand up under the terrific shell- 
ing. Well, their morale was of the very best. And the recruiting of 
Taiwanese youth for the army of the Republic of China has been a 
most successful operation. Tncidentitly, it has brought down the 
average age of the army to about 25 or 26 years. 

A high Chinese official told me recently that the recruitment of 
the Taiwanese was even easier than it had been to recruit on the main- 
land in the old days. 

To repeat, I can’t say there isn’t some political discontent there, and 
I don’t know of any country in the world where there isn’t political 
discontent. 

Mr. Meyer. Have they had a free election and are they represented 
at all? 

Mr. Rosertson. Indeed they do have elections for their local goy- 
ernments. 
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Mr. Meyer. I am speaking of the whole—— 

Mr. Ropertson. There hasn’t been any election for the legislative 
Yuan since the government moved to Taipei. This is a refugee gov- 
ernment from the mainland which holds it represents all of China. 

Mr. Meyer. They are not represented in this government at all, 
in proportion even though it is their own land, their own island? 

Mr. Rosertson. As far as the Provincial Governments are 
concerned. 

Mr. Meyer. I am not speaking of the Provincial Government. This 
other government has been imposed upon them. That is what I am 
speaking about. 

Mr. Rosertson. You seem to me to be assuming that is an imposition 
which they resent. I don’t agree with you. I think the Taiwanese 
are very glad to have them there under present conditions. 

Mr. Meyer. I am so assuming and doubt that they are glad. I guess 
my 5 minutes are up. 

Chairman Morean. Mr. Fascell. 

Mr. Fascetx. Thank you, Mr, Chairman. 

Mr. Secretary, do you feel that the minds of the mass of the Rus- 
sian people have been conditioned to the point that they are perfectly 
willing to accept their present way of life? 

Mr. Rosertson. No, I don’t. 

Mr. Fascetz. Do you believe that in the 42 years in which the Com- 
munist Party has ruled Russia that they can hold out the promises for 
better things for the Russian people and keep their people satisfied ? 

Mr. Rosertson. I am sorry, I didn’t understand that question. 

Mr. Fascetu. In the 42 years that the Communists have controlled 
Russia do you feel that they as a ruling group have reached the point 
where they can hold out promises for better things for the mass of the 
people and keep the people happy ? 

Mr. Rosertson. Yes, I think they can hold out promises for better 
things for the mass of the people but I don’t think that creature com- 
forts and more automobiles and bathrooms will ever satisfy perma- 
nently the people’s instinctive urge for some freedom and dignity of 
their own. 

Mr. Fasceu. Despite the fact the ruling class may be conditioning 
their minds completely to the opposite viewpoint? 

Mr. Rosertson. Yes, I think despite that. 

Mr. Fascetx. In other words, you hold as a theory it is impossible 
to condition the mass mind to accept a denial of individual dignity 
and freedom asa way of life? 

Mr. Rosertson. No, I wouldn’t make it as black and white as that. 
I think people are subject to mass propaganda. But I said “perma- 
nently.” I think a great many things are possible in time. Remem- 
ber what happened in Germany. You couldn’t have a better illus- 
tration. Hitler and Goebbels had conditioned the German mind. 

Mr. Fascetz. I am not sure that. is analogous because they were 
beaten in a terrible war. 

Mr. Roserrson. As far as the German people were concerned it 
was analogous. 

Mr. Fascety. Yes, sir. That is exactly the point I make. 

Mr. Rozsertson. And if the Russians were beat in a war, as the 
Germans were beat, I think many of them would be doing an about 
face as the Germans did, 
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Mr. Fascetzi. That is probably true, but to make the situation 
analogous we must first beat them in a war. 

Mr. Roserrson. No, I—— 

Mr. Fasceiy. I mean if we are going to accept your idea and I am 
not advocating war with the Russians tomorrow morning. 

Mr. Rosrrtson. If. you are going to try to do it on a short-term 
basis, but I—— 

Mr. Fasceix. No, I am just trying to examine our philosophy with 
respect to “we will win in time,” and when—I don’t know that I have 
paraphrased your philosophy exactly or not but you can correct me, 
I would have to say “win what, and when?” 

Mr. Rosertson. I will say this. If there is one thing of which I am 
certain it is how we can lose. I am certain we will lose if we give up. 
The only hope of winning is to keep on fighting and not give up. 

Mr. Fasceti. I am with you on that. I am optimistic and not 
pessimistic but I am also in agreement with several of my colleagues 
that while what we are doing may maintain the status quo and we 
can wait for time to take care of a lot of these things, I also like you, 
hate to sit idly by and leave it all to time. 

Especially when it occurs to me that there are things which can 
be done which are affirmative and constructive. For example, you 
and I have already agreed that over a short period of time you can 
condition the mass mind to react in a certain fashion. Well, the 
obvious is, what are we doing about it ¢ 

And the answer is “nothing.” 

Mr. Rozertson. I can’t agree with that answer. 

Mr. Fascetu. Let’s exclude now government-to-government opera- 


. tions and talk about our efforts. In other words, I exclude from this 


mutual security because this is an obvious governmental program 
which has much benefit and must be congingsd But I don’t see it as 
a great vehicle to condition in a relatively short time the mass minds 
of people in the world to the principles of dignity and freedom. 

Mr. Rozertson. Now, I am very sincere when I ask you this ques- 
tion: I don’t pretend to know the answers to all these complicated 
questions and I am deeply interested in trying to find out what the 
answers are, so | am very sincere when I ask you, What do you think 
we should be doing ? 

Mr. Fascett. Well, I’ve got many ideas, of course, but I think one 
of the things we need to do immediately is on a nongovernmental 
basis—dealing with the pure human element, the desire and the will- 
ingness of the individual to achieve the very things you are talking 
about and not rely on the normal governmental avenues to do this. 
Or, on time, to achieve the upwelling of an inherent human spirit, 
to soar into the heights of freedom. 

Mr. Roserrson. Of course, we must recognize when the govern- 
ment——- 

Mr. Fascety. You see, I have already excluded all governmental 
avenues, now. 

Mr. Ropertson. What I was going to say was, it may not be re- 
sponsive to what you are thinking but when we deal with another 
country we have to deal with the constituted authorities of that 
country. 
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Mr. Fasceti. Agreed. No quarrel. Mankind has been doing this 
since the beginning of mankind and look where we are. 

Mr. Rosertson. I don’t know how we can unilaterally say to an- 
other country that we don’t like this idea of dealing with your gov- 
ernment so we are going to deal directly with your people. I don’t 
think we would allow any government to deal with us on that basis. 

Mr. Fasce.u. We are in it. 

Mr. Ropertson. Are we? 

Mr. Fascetu. Yes, sir. 

Mrs. Botron. Where? 

Mr. Jupp. Well, Menshikov is making a big speech out in my city 
next month. 

Mr. Fascetzu. Thank you, Dr. Judd. 

Mr. Rozsertson. Oh, you mean we allow free speech. 

Mr. Fasce.u. In other words, all I am suggesting here at this point 
is that there are possibilities which are nongovernmental, which are 
not the usual method of operation, which can be employed effectively. 
But you can’t engender enthusiams and zeal without an affirmative 
program with an ultimate goal. That goal cannot be purely and 
simply to avoid current sole: This is all I propose, you see. I 
have no quarrel with you, but I just wanted to discuss it. 

Mr. Roserrson. I am very much interested in your views and my 
question was sincere. I think all of us should be probing to find a 
way of winning this battle and I assure you I have no closed mind 
about how it should be done. 

Mr. Fascetxi. Right. For example, whenever I have raised this 
issue before, we talk about things that are being done—in fact, we did 
this with the Secretary awhile back and he agreed with this point 
and said, “Well, we are doing everything we can, we are exchanging 
students, we have programs in Russia, and we are trying to get a 
climate of understanding by doing this.” 

Maybe we could multiply those kinds of programs, but again they 
are purely governmental. 

I would, for example, like to see us apply our initiative and our 
abilities as American people outside of government to reaching the 
mass mind in country X to see what impact it would have, in reducing 
or slid the Communist threat and - us in achieving a peaceful 
world. 

Mr. Ropertson. Well, you know we do have programs on a people- 
to-people basis. 

Mr. Fasceuy. Yes, and they are excellent as far as they go. But it 
is on this people-to-people basis, with high leadership and great em- 
panes, wherein lies our best opportunity for new accomplishments 
1aving great popular appeal. 

Mr. Ropertson. I was very much interested in the wave of indigna- 
tion amongst the Asian editors against the action of the Chinese Com- 
munists in Tibet. We have brought hundreds of those editors over 
here on our programs and they travel all over our country. I have 
met and talked with any number of them. They come in to discuss 
various world problems. We route them around America where they 
can see for themselves, through their own eyes, rather than in terms 
of Communist propaganda, what America is, what America stands for, 
and what motivates our people. 
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I think the exchange of students, and the bringing of nongovern- 
mental leaders here to see our country and learn what we stand for 
at firsthand, is one of our most constructive programs. No one could 
visit America and go away with the concept of America that the Com- 
munists are portraying in their propaganda. 

I believe those programs have paid off handsomely. I don’t think 
we are spending enough money on them. 

Mr. Fascety. Well, the question boils down to this: Do you believe 
there is a way by this approach to the mass of peoples whereby we 
could shorten the time hie we—meaning the Americans and the free 
people of the world—will win. 

Mr. Ropertson. Yes, but it is not the lack of a will to win that is 
keeping us from winning. The military power of our enemies is one 
of the greatest deterrents. 

Mr. Fasce.u. It is not the lack of our will. I agree with you on 
that. 

Mr. Roserrson. Well, I don’t know of a country in Asia that 
wouldn’t resist the Communists taking over their country. I believe 
that all of them have the will to defend their new-found independence. 

Eight out of the 11 of these countries have achieved their independ- 
ence since 1945 and their independence is the one thing about which 
they are terribly sensitive. Maintaining their national independence 
is the paramount objective. 

Mr. Fascexu. I will agree with this: They can’t do it, however, un- 
less they maintain a military establishment, or they must rely on the 
United States to do it, or a coalition of free world powers to do it. 

Mr. Roperrson. That is right. With all of the will they couldn’t 
do it unless they had some means of doing so. 

And so long as the Communist threat remains a serious military 
threat, there is no substitute for a strong military posture. 

Mr. Saunp. Mr. Secretary, I am sincerely disturbed when I hear an 
Assistant Secretary of State in the year 1959 make the statement that 
the people of Formosa—because their standard of living is a little 
better today—are satisfied with a foreign people governing them. 

Mr. Secretary, the European colonial powers had the same belief a 

uarter of a century ago. They honestly and sincerely believed that 
they had conferred so many benefits on the colonial people that the 
colonial people were really happy with their situation. 

In spite of the fact of what iniaivened in Iraq—I had read that the 
King of Iraq was a benevolent monarch and was spending so much of 
the oil royalties in order to build up the happiness of his people. And 
in spite of what happened in Indochina, what. happened in Indonesia, 
what happened all over the world, for the Department of State to 
honestly believe today that the people of Formosa are happy with 
their situation under the Chinese or anybody else, that is something 
very, very serious. 

I would say this: I won’t deny that we have to hold Formosa. 
Maybe like the British had to hold Cyprus. That is one thing, but 
to believe that the Formosans voluntarily accept this situation and are 
happy to have the Chinese come over there and rule over them, will be 
a very serious mistake in my opinion. 

Mr. Rosertson. Judge Saund, I should like to emphatically say 
that I did not make the statement which you charge me of making. 

Mr. Saunp. If you didn’t, I am very happy. 
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Mr. Roserrson. All you have to do is to read the record of what I 
said. I didn’t use the word “happy” once. I said that the farmers 
on Taiwan were enjoying a better standard of living than they ever 
enjoyed before. I said the merchants were more prosperous than they 
had ever been before. 

I did not say that they were happy about the Chinese coming over 
there from the mainland. 

I did say, and I do say again, and I emphasize again, that I think 
the vast majority of the people on Taiwan are close enough to the 
mainland to know what the conditions there are, and that they are 
conscious of the fact that what saves them from the slave conditions 
that exist on the mainland is the Republic of China supported by the 
United States. Now, that is an entirely different statement from what 
you said I said. 

Mr. Saunp. I think that is the wrong belief. Let us study history. 
As long as we believe in those theories of 50 years ago, we are not on the 
right track. It will get us into trouble all over. 

Mr. Ropertson. No, sir. Are you meaning to imply that they 
would rather for the Republic of China and the United States to get 
out of Taiwan ? 

Mr. Saunp. I believe the people of Taiwan will give their lives to 
get rid of the Chinese Government ruling over them, like they will 
do in any other colonial country. Their economic condition has no 
bearing. It is the inside surge of the people that matters. 

Mr. Rosertson. Sir, these are Chinese. The people on Taiwan are 
Chinese. The original aboriginals on Taiwan are now only a little 
band of a few thousand—I don’t know exactly how many. The over- 
whelming majority of the Taiwanese are Chinese, the same people, 
the same blood, the same cultural inheritance as mainland Chinese. 

Mr. Jupp. And the same language. 

Mr. Meyer. Actually, Mr. Secretary, the question I asked you was 
whether the people were really satisfied with the conditions. At least 
that was what F nesint to ask you and as my colleague has said, his 
impression from what you answered was that they were perfectly 
happy. 

j ieoibesleckaier: Of course, I can’t say who is satisfied and who is not 
satisfied in this world today. I know of a great many dissatisfied 
Americans but not for the reasons we are talking about. 

Mr. Jupp. Will the gentleman yield ? 

I think all people, as the gentleman from California said, would like 
to be under themselves, but when they know perfectly well that their 
choice is not between having the Nationalist Government there and 
independence, but it is between the Nationalist Government and the 
Communist government, I think if you visit with them you will find 
that they strongly prefer to have the present government because: No. 
1, it is their own government; No. 2, it is the best government they have 
ever had. 

It is a greatly improved government from what it was on the main- 
land; it is purged of its worst elements. It has learned from its 
mistakes there. It has had 9 years of relative security, and for the 
first time in all these decades it has had moral support and effective 
military and economic support from its ally, the United States. It 
didn’t have that on the oaltiaid 
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Chairman Morcan. Dr. Moyer, before Mr. Coffin left he left two 
questions here. 

No. 1: Would you supply the details Me mention at the top of 
page 13 about the weak spots which were left by the low levels of aid 
resulting from cuts in fiscal year 1958 and fiscal year 1959? 

Dr. Moyer. The first part of that sentence, I might also bring into 
the record—what is the reference, please? I have forgotten precisely 
where that was. 

Chairman Morean. Page 13. 

Dr. Moyer. It says, “to help meet certain important needs that are 
new.” 

This is particularly the Philippine program that I referred to this 
morning. A considerable amount of new military construction is 
projected [security deletion] in which both the Philippines and the 
United States are interested, and [security deletion] is needed for this 
new requirement. This is over and above the amount in previous 
programs, because it is an additional requirement. It is a larger 
requirement. That accounts for part of it. 

Now, the weak spots. Let’s take Taiwan as an example. For this 
year, as currently estimated, as this book shows for 1959, the amount 
in defense support is $67.5 million [security deletion }. 

Now here the weak spot is first of all, particularly, in the project 
aid. In the years where the funds have been cut, we have had more 
than anything else to reduce the amount for projects. 

A good deal of attention in questions today has centered on how 
far we are getting, what progress we are making toward getting out 
of this, building up a capacity in the countries themselves. 

The cuts in the project portion have delayed this, and we think 
this is a weak spot. This situation is one of the things that I had in 
mind. Another one, on the nonproject side, is in Vietnam. 

[Security deletion. ] 

Dr. Moyer. These are some of the things that [had in mind. 

Chairman Morgan. Question No. 2, Dr. Moyer: Could you fur- 
nish us comments on the Wall Street Journal article by Mr. Royster 
on our overzeal in Thailand ? 

Dr. Moyer. Yes, sir. 

I have read that and I would like first to make this general com- 
ment—lI have also read his other articles and I have looked through 
them to see what good he has said about the program. To my knowl- 
edge I found only two sentences in about four articles that I examined. 

In Vietnam he did say that obviously it was U.S. aid that held Viet- 
nam up and that there wouldn’t be any Vietnam without U.S. aid. 

There were those two sentences. That is all I found. I may have 
missed something. 

Now, so far as overzeal in Thailand is concerned, he goes down the 
list and refers to the organization of our mission there and the people ; 
and the way he lays it out it looks like quite a story. You might 
think that all these things happened overnight and that it was due 
mostly to the inspiration of our technicians. The fact is that this 
aby. gr today has developed over a number of years, and that re- 
cently we have reviewed it project by project. 

The Embassy and the kubennedele have gone into it also. 
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There might be some things in the program which shouldn’t be 
there, but as far as we can see, these different things—take public 
administration, for instance. There has been criticism of lack of 
action which the Government of Thailand has taken in its own taxa- 
tion and soon. <A great deal of improvement has been made, par 
as a result of our help. I could go down the line. I don’t think that 
we can say it is overzealous. 

We have examined the projects, project by project, and while I 
wouldn’t say there aren’t some that couldn’t come out, to the best of 
my knowl and belief—and I have gone over it myself—I think 
this is a g rogram for Thailand. 

Chairman Morgan. Mr. Carnahan. 

Mr. Carnauan. I just wanted to ask, Mr. Secretary, if in the south- 
east Asian area the fact that the Red Chinese did not succeed in driv- 
ing the free world forces out of Quemoy and Matsu, is that part con- 
sidered a failure? Do the people of the area look on it as a Red 
failure? 

Mr. Ropertson. Yes, sir. 

Mr. Carnauan. What effect did this failure have? 

Mr. Ropertson. It had a very heartening effect upon them. 

Mr. CarnaHan. To whom? 

Rog Rosertson. A heartening effect upon the people in southeast 
ia. 

During that crisis we received almost solid support from the Asian 
countries in my area. When I speak of my area, I mean the 11 coun- 
tries that we call the Far East. 

Mr. Carnauan. Has the failure tended to eliminate some of the 
fear of the Red Chinese regime? 

Mr. Rosertson. Well, it has heartened them that we did not yield 
to the threat of force and that we would continue not to yield. 

Mr. CarNnaHANn. Had there previously been a feeling throughout 
the area that the Communists usually achieve what they set out to do? 

Mr. Rosertson. I don’t know that that feeling is widely held. I 
think that it may be feared by the people who are immediately under 
the shadow of Communist power, that the free world might get tired 
of the problem. 

They know that if this should happen they would have no possible 
way of protecting themselves. 

Mr. Carnanan. Well, a few failures to their credit will certainly 
help. 

Mr. Rosertson. Indeed it will. 

Chairman Morean. Mr. Zablocki. 

Mr. Zasitocki. Thank you, Mr. Chairman. 

Mr. Secretary, you have not answered my question whether in your 
opinion you thought we should take the initiative on the issue of the 
two islands in the Formosa Straits and try to resolve it. 

Mr. Rosertson. I don’t know what you consider taking the initia- 
tive in trying to resolve it. 

Mr. Zarocxt. You told us some of the press has given erroneous im- 
pressions as to what would be to our i iventaae or disadvantage in 
Quemoy and Matsu. There were suggestions that we should give 
them to the Chinese Communists. 
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At that time it was stated the islands must not be turned over to the 
Reds while under fire. Now that there is relative quiet, do you believe 
a settlement’can be accomplished ? 

Mr. Rosertson. I think I told you, Mr. Zablocki, that we have at- 
tempted to discuss the islands with the Chinese Communists and they 
said that their position about our getting out of Taiwan was not nego- 
tiable and for us not to talk to them about the islands. 

If giving up this 65 square miles of real estate—that is all it is— 
and delivering its 50,000 civilian inhabitants to the Chinese Com- 
munists, which means delivering them into the slavery of the main- 
land, if that would buy peace and do away with the tension in the 
Taiwan Straits, you would have a problem entirely different from 
what the problem actually is. 

There isn’t the slightest evidence of any kind that if you gave these 
islands with their 50,000 people to the Chinese Communists you would 
have relieved tension for 1 hour. The tiger is after the village and 
it is unrealistic to think that by giving him the baby you can appease 
his appetite for the village. 

Mr. Zastocgt. I wouldn’t give them the dust off those islands. 

Mr. Rosertson. Good. ‘ 

Mr. Zastockr. How are we going to exploit the position in which 
we find ourselves in the eyes of the world ? 

Mr. Rosertson. I don’t know what you have in mind we should 
be doing. I repeat, again, that we attempted to talk to them about 
the islands and they would not discuss them. Now, who are we going 
to negotiate with ? 

Mr. Zasiockt. In a few months you will have the press editorial- 
izing that the State Department is not negotiating or is trying to 
“disengage” from our position on the two islands. We ought toy Ding 
see that. 

Mr. Rosertson. Of course, we will, but we can’t negotiate with the 
newspapers. The newspapers aren’t delegated to negotiate for the 
Red Chinese.. We have to negotiate with the Red Chinese, and they 
won’t negotiate. 

We can’t go down to the newspaper and have them settle the 
question. 

Mr. Fascety. But the point is what psychological use could we 
make which would put us in an offensive ik not a defensive position ? 

Mr. Zasiocki. It wasn’t a comfortable position last fall. We found 
ourselves almost alone. 

Mr. Ropertson. We have to try to keep the issues clear. The 
Communists make them clear but we keep on trying to confuse them. 
If we can’t accept their word for what they say they want, whose 
word can we accept? 

[Security deletion. ] 

Mr. Jupp. Will the gentleman yield ? 

Mr. ZasBiocki. Yes. 

Mr. Jupp. Of course, the problem is how do we get out to the pub- 
lic the story that he has given us here today ? 

Mr. Zastocki. Exactly. Do you think for one minute the Commu- 
nists wouldn’t exploit it if they were in the position we are? 
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On page 8, Captain, of your statement, you say : 

Since 1957 the military assistance funds have provided logistical support 
for some 5,700 men of other national forces assigned to the United Nations 
command. 

In the book here, would those be Turkey, Thailand, United King- 
dom, France, Ethiopia, and Greece? 

Captain Howe. That is correct. 

Mr. Zastockt. How many men do we have in Korea? 

Captain Howe. We havetwo divisions. [Security deletion. ] 

Mr. ZasLocki. In the book we show a MAAG strength of 1,500. 

Captain Hower. That is just the MAAG. I assumed you were talk- 
ing shies U.S. Army divisions. There are two U.S. Army divisions. 

Mr. Zasiocki. What is the logistic support entailed? If it is $101%4 
million and my arithmetic is correct, and perhaps I am doing it 
wrong, that would be $1,800 per man. 

Captain Howe. These are the annual expenses in the normal suppl 
of the Army. They are integrated in the United Nations Command. 
Prior to 1957 this was funded and programas by the service. In this 
case, the U.S. Army through the United Nations Command. Now it 
is through the military assistance program. 

Mr. Zaxsiockt. I have another question on the Laotian army. You 
say, “The [security deletion] man Lao army which maintains internal 
security—” I have a question about that—“as well as external secu- 
rity—” a bigger question—“by way of border outposts and patrols 
in a sparsely settled, rugged country on the 600-mile frontier-—’” I 
won’t argue with that, but here is what I am arguing about: “is en- 
tirely supported and maintained by assistance from the United 
States.” 

Is that psychologically sound both for the Lao and as far as we 
are concerned? Shouldn’t they contribute to their own internal se- 
curity? Why must we entirely support them and maintain them? 
What attempts are going to be made for them to take over some of 
their own maintenance? 

Captain Howe. This was necessary to do the job that we had in 
hand the last 18 months. Psychologically, I am certain you are cor- 
rect. I am just reading here at the be of this Lao column about 
a gross national product which is as good a thing as any, but $50 per 
capita gross national product—— 

fr. Zascocki. It was $10 per capita. If they gave a fraction of 
it for their own security, it would be a healthy situation to encou 

Captain Howe. I can’t help but agree with you, but, again, to do 
the job, to save this country and keep it in the free world, we had to 
rely on the Lao Army. They were the only means, the only method 
by which we could get out into the hinterland, out mto the country 
and get to the villages. 

Mr. Zastocki. Let me restate the question: 

In the future is there any possibility that they are going to pick 
up part of their own tab? 

Captain Hows. They have—perhaps someone else could speak to 
it—they have had a monetary reform during this period which has 
helped. We have increasingly given advice on their own budget, 
gotten their own government budget. 
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The economy of Laos is pretty sad. There is extreme lack of com- 
munications. One valley can be starving and the other can be in plenty 
as far as basic agricultural living is concerned. We are a long time, 
I think, from getting any substantial increase in that regard. 

One other thing I would like to add: Even with our support, this 
isn’t easy. In the capital the worker gets more than the air force can 
offer to a prospective pilot. That is one of our problems. 

Mr. Suurr. Mr. Zablocki, I would like to supplement what the 
captain has said by saying that Laos doesn’t have a viable economy to 
start off with. Before we got into the helping act here they were, of 
course, a part of the Indonesian complex and as such got a tre- 
mendous amount of help from the French. As TI recall the facts—and 
I am a little hazy on this and I will be very glad to validate it for 
myself and will tell you when I do—TI believe that the French took all 
of the cost involved in the Lao Army in prior times. 

Mr. Zasriockt. That is no good reason for us to continue. 

Mr. Suvurr. Per se it is no good reason except to the extent that we 
feel that this many troops are a requirement to do what is in Laos’ 
best mee and additionally in our best interests in this part of the 
world. 

You have to see Laos personally to see why you need this. In the first 
place, I will make a flat statement, there are practically no communica- 
tions in the country or there haven’t been up until very recent date. 
No roads. I am talking about basic communication, I am not talking 
about expensive, or elaborate electronic communications. So that for 
a 600-mile frontier, in very rough jungle country you need a lot more 
people to cover the area than what you normally would have, had you 
the facility of roads and normal communications. 

So at the time we took this on, we took—we investigated the situa- 
tion and established force goals which indicated that [security dele- 
tion] a certain number of men were required to do this job. 

Now, it wasn’t only for the benefit of Laos; it was for our benefit as 
well, to defend this much territory. So until such a time as the Lao 
economy can get more revenues than it gets now—somewhere in the 
neighborhood of $22 million, as described on page 98 in this green 
book—and the threat lessens to the point where we don’t need this kind 
of coverage for their benefit and for our benefit, I think we are going 
to have to continue to pay this kind of money for the force. 

Mr. Zastocxr. Mr. Shuff, it is my understanding that when the 
French left Laos there was a vacuum and someone had to step in 
and retape the military force inact. On an emergency basis I don’t 
think anybody would argue with it, but when it appears that it is 
going to be a continuing obligation that we are assuming, and entirely 
supporting and maintaining the force, I think we are in error. 
think it is a mistake. 

It is true that the Lao economy is low, but they are spending of their 
revenues for purposes which they could divert for their own internal 
security and external security expenditures. 

Mr. Suorr. Well, sir, when there is no longer-—— 

Mr. Zasxiocki. Even if it is a fraction of a percent, at least they 
would be making a contribution. 

Mr. Sxorr. I would guess that probably with the money they col- 
lect they obviously do something in their overall budgetary process 
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with that money. I would guess that if it were a requirement the Lao 
budget could, if it was something other than a sovereign state, be reor- 
ganized so instead of having “X” dollars go into their public works 
item on their budget, “X” dollars, or “X” kip over two could go into 
that and the other half of that “X” dollars could go into their defense. 

Then we would have to support their public works budget by 
more than we support it now. I think it is an accounting process. 

Mr. Zastockt. Nevertheless, even though it would be an accounting 
process, it would have a healthier psychological effect both on Laotians 
and as far as our trying to sell the program . 

Chairman Moraan. Mr. Secretary, do you have anything you would 
like to add ? 

Mr. Rosertson. If I may, I would like to add a comment. If you 
will notice these figures here in this book, in 1956 the total expendi- 
tures for defense were 55 percent of the total Government expendi- 
tures. In 1957 it was 45 percent. In 1958, which is estimated, it will 
be 39 percent. 

They are spending for defense as a percentage of their gross na- 
tional product, 25.5 percent. I think here in this country with our 
enormous expenditures it runs less than 11 percent—10-point-some- 
thing percent. 

Now, this little country, as you will notice up here, has been run- 
ning a deficit before U.S. aid, of some $47 million to $51 million. The 
amount which they are spending themselves on defense now—I am 
not talking about other things—is abnormally high as it is. 

Mr. Zastockt. Mr. Secretary, if we are entirely supporting and 
maintaining their army, where are they spending 39 percent of their 
total government expenditures for defense expenditures? Make that 
clear to the committee. If it is not for the army, why are they spend- 
ing it? 

r. Ropertson. Dr. Moyer, will you explain it? 

Dr. Moyer. I think I understand what your point is. In fact, ine 
number of countries we try to push along in this direction. Vietnam 
is an example. We have been trying progressively to reduce our con- 
tribution for military expenditure. 

Now, in the case of Laos, the simple fact is that even on the civilian 
side of the budget they are running either close to the line or under 
the line. They are incurring a deficit on the civilian account so that 
the question would be whether we force them to increase that deficit 
on the civilian account by picking up part of the military require- 
ment or whether we leave it the way it is. That is about the kind of 
choice we come down to. 

Mr. Zastocki. Regarding the expenditure in Laos that the Secre- 
tary referred to, what are they spending that percent of their revenue 

or? 

Mr. Rosertson. $26 million for defense in 1958. He wants to 
know what they spent that for, Mr. Moyer. 

Dr. Moyer. Well, it is for, of course, their whole range of activity; 
ordinary administrative expenses of government, their health depart- 
ment, their education department. 

Mr. Zastockt. Then they are not defense expenditures, Dr. Moyer. 
I am addressing myself to the 39 percent that the Secretary has re- 
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ferred to as the defense expenditures of the Laotian total government 
expenditures, 
fr. Ropertson. Will you let Miss Granby answer that? 


STATEMENT OF MISS HELENE GRANBY, CHIEF, FAR EAST PRO- 
GRAM STAFF, OFFICE OF FAR EASTERN OPERATIONS, INTER- 
NATIONAL COOPERATION ADMINISTRATION 


Miss Gransy. The Lao government does not meet any of its mili- 
tary expenditures, Mr. Zablocki. We support the army 100 percent. 

Mr. Zasiocki. Then what are these defense expenditures ? 

Mr. Suurr. Mr. Chairman, I would like to answer that. What Mr. 
Robertson has been saying is entirely so. Of their total budget the 
amount that is spent on their military are the percentages that are in 
this book, but that doesn’t mean that the money that is spent is gen- 
erated in Laos. We supply it. 

Mr. Zasiocki. Then you are giving the committee a wrong impres- 
sion when you say that the Laotians are spending 39 percent, or 25.5 
percent of their gross national product, or 39 percent of their total 
government expenditures. They are not their expenditures; they are 
ours. 

Dr. Moyrr. That is the way these tables are set up. The top figure 
there, “total expenditures,” includes military costs which we meet. 

Miss Granpy. The key item among these figures is “Revenues, ex- 
cluding receipts of U.S. grant aid.” Their revenues are not sufficient 
to support the military budget and all other expenditures of the Laos 
Government. The defense expenditures you see on the line below 
are the total defense expenditures without reference to the source of 
funds. The source is the United States. 

Mr. Zasiocki. Then I go back to my earlier contention. They 
better contribute to some of their own costs. 

Miss Gransy. Since they have a deficit on civilian account, it 
wouldn’t be possible to meet the military costs unless they can cut back 
further on their civilian expenditures. 

Mr. Zastocki. Many of our communities have a deficiency that 
would frighten the Laotians themselves. 

Mr. Fuuron. And the Congressmen. 

Mr. Jupp. Have they a tax system over there now? 

Dr. Moyer. They have a tax system. 

Mr. Jupp. What is being taxed ? 

Dr. Moyer. Customs duties on imports probably are their biggest 
source of revenue. 

Mr. Jupp. Do they have any land tax, any income tax? 

Dr. Moyer. I have that information at the office. I can’t answer 
offhand. 

(The information is as follows:) 


SOURCES OF LAO GOVERNMENT REVENUE 


Lao Government revenues, excluding U.S. grant aid, are derived primarily 
from customs duties collected on imports. For example, in fiscal year 1958, 
customs duties yielded the local currency equivalent of $14.6 million out of 
estimated total domestic revenues of $17.6 million. The balance was obtained 
primarily from income and turnover taxes, license and registration fees, and 
payments for postal and other government services. An additional $4.6 million 
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was obtained from French aid, bringing total revenues from non-U.S. sources 
to the equivalent of $22.2 million, as shown on page 98 of the fiscal year 1960 
Presentation Book for the Far East. 


LAOS—CENTRAL GOVERNMENT FINANCES 


1. Total expenditures include all outlays in local currency made by the Lao 
Government for civilian and military purposes. These expenditures are financed 
from (a) domestic revenues, (0) budgetary receipts from grant aid provided by 
the United States and France, and (c) borrowing from the Lao National Bank. 

2. Revenues, excluding receipts of U.S. grant aid, consist primarily of customs 
duties collected on imports. Revenues also include receipts from other domestic 
sources, such as income and business taxes and fees for Government services, and 
receipts from grant aid provided by France. 

3. Deficit or surplus before U.S. grant aid is the excess of total expenditures 
over revenues excluding U.S. grant aid. This deficit is financed largely by 
budgetary receipts from U.S. defense support aid, with the small uncovered 
deficit met by borrowing from the Lao National Bank. 

4. Budgetary receipts from U.S. grant aid consist of local currency counter- 
part funds generated by the sale of aid-financed commodity imports or acquired 
through cash transfers to the Lao Government. The amount shown for each 
fiscal year represents the counterpart transferred from the special account in 
which it is deposited to the genera! accounts of the Lao Government to be used 
for agreed purposes. 

5. Budgetary receipts from U.S. loans: No U.S. loans have been made to 
Laos. 

6. Total defense expenditures include all expenditures made by the Lao Gov- 
ernment for the support of its military forces. These expenditures are financed 
entirely with counterpart funds derived from U.S. defense support aid. End 
items received under the military assistance program are not paid for by the Lao 
Government and are therefore excluded from defense expenditures. 

7. Total debt (gross) represents Government borrowing from the national 
bank. The Lao Government has no debt owed to foreign or private domestic 
lenders. 


Mr. Jupp. I think you can justify the expenditures in Laos to date, 
but we ought to move ahead there as fast as we can. 

Mr. Zasvockt. I am seeking a policy decision. Are we going to 
continue this —— we have taken upon ourselves? Are we 
going to urge the Laotians to pay a portion of their own internal 
and external security costs? Any government worth its salt ought to 
ora of its revenue toward its own security. 

r. Benriey. Are we proceeding in order, Mr. Chairman? 
ee Morean. No, I will call on members as they raise their 
nands. 

Mr. Bentiey. I thought we were going around the table again. 

I would like to ask a couple of questions of Captain Howe. 

Would you say there are any countries in the Far East whose mil- 
itary objectives are divergent from those of our own ? 

Captain Howe. There are countries that maintain forces which 
do not meet requirements of our objectives. Thailand is perhaps the 
most notable example. 

Mr. Benttiey. Thailand gets [security deletion] programed for 
defense support. 

How do we in such cases, Captain, insure that the defense support 
does not go to build up a military establishment which you said is 
superfluous to our needs ? 

aptain Howr. I would like to defer that to someone else, but for 
specific military forces we are taking positive steps. A good example 
of that would be ships. 

[Security deletion. | 
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Mr. Bentiey. Are there other countries who support what you call 
superfluous military establishments from our viewpoint? 

Captain Howe. Not of any significance. I don’t think of any now. 
We are not entirely together with Japan with what we are program- 
ing, however what has been programed is an increment of Japanese 
planned objectives as well as what we believe Japan requires—in 
other words there has been no over or superfluous programing. 

Mr. Bentiey. You say you don’t believe there are any countries in 
this area whose military objectives, whose force objectives, diverge 
from those of our own ? 

Captain Howe. Force objectives? I am not entirely clear what 
you are driving at here. 

Mr. Bentiey. Would you say the military objectives of the South 
Korean Government exactly parallel our own in all cases? 

Captain Howe. Are you referring to the divergence [security dele- 
tion | in the number of divisions that are here listed ? 

Mr. Bentteyr. I wasn’t, but I am glad you called it to my attention. 

Captain Howse. Our U.S. strategic objectives call for [security dele- 
tion] infantry divisions and we here talk about the number of p- 
supported divisions. [Security deletion. ] 

his is part of the agreement of last November to which Mr. Rob- 
ertson made some comment this morning. 

Mr. Bentiey. Do you think that the government of Mr. Rhee has 
objectives for his military establishment that are not at all in accord 
with our own ? 

Captain Howe. I would have no knowledge of that, sir. 

Mr. Jupp. Who would? 

Captain Hower. Well, in Korea our forces and Mr. Rhee’s forces 
are under the United Nations Command and to that extent they have 
the same strategic, or military objectives. 

Mr. Bentiey. What about the—— 

Captain Hows. Those are the United Nations. 

Mr. Rosertson. Do you mean the same objectives as to force levels 
or the missions ? 

Mr, Benttey. The missions. 

Mr. Rosertson. He is talking about a different thing from what 
you are talking about. Mr. Bentley means the mission; that they 
have a mission different from our own. 

Mr. Bentiey. Do you say that there are countries where the mis- 
sions may be divergent? 

Mr. Rosertson. I do want to comment on that because I think that 
is really more in my field than yours. 

Captain Howe. I was going to add one thing on the situation in 
Korea. The mission and the force objectives go hand in hand under 
this United Nations concept. Then getting back to what I was talk- 
ing about in the way of force requirements throughout the area, the 
force requirements can be paralleled as indicative of what missions 
might be and we seem to be in fair consonance. 

Mr. Rosertson. That is what was worrying me, Mr. Bentley. I 
thought you were talking about one thing and the Captain was talk- 
ing about another. 

Captain Howe. The only measure I have is the force require- 
ments. 
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Mr. Roperrson. Force levels are one thing; force objectives are 
another. 

[Security deletion. ] 

Mr. Bentiry. I am trying to determine whether there are any 
military establishments which we are supporting where there may 
be some superfluity and the a omens may occur because the objec- 
tives in those countries may be divergent from our own. 

Mr. Rosertson. The level of forces we are maintaining in Korea is 
determined by what the United Nations Command think are the forces 
essential to maintain our military posture there. 

As you know, we lave a 150-mile armistice line that has to be 
patrolled every hour of the day and night. To weaken our milita 

osture before the Communist forces in strength along the 38th paral- 
el, would, we think, imperil our position. 

[Security deletion. ] 

Mr. Bentiey. Do we have military assistance programs in other 
countries where the countries may have divergent military objectives? 

Mr. Rosertson. Not a single one that I know of; of course, I speak 
only for the Far East. 

Mr. Zablocki, I am sorry I contributed to your confusion by adding 
my own. 

Mr. Zasiocxi. Mr. Chairman, the hour is late and I don’t know how 
many members of the committee can understand these charts in our 
presentation book. We ought to have a clarification of how much of 
the figures in those charts is American dollars and how much represents 
the currency of the country that is being discussed. 

Mr. Rozertson. The point I did want to emphasize is that before any 
American aid at all, me had a deficit from their own funds of 
$44,700,000 last year; the budgetary receipts from U.S. aid were 
$38,500,000 so even after our contribution to the support of their 
forces they still had a net deficit of some $6 million. 

Mr. Zasiocki. That means we have had the equivalent of $3814 
million handed over to the Laotians for their budget, to meet their 
budget requirements. 

I thought we just did that in Jordan. 

Mr. Jupp. We knew that. That was explained last year. That is 
the way we paid for the army. 

Miss Gransy. Total expenditures are expenditures in the country’s 
own currency, including expenditures for all purposes, military and 
otherwise. 

The next line is what the Government collects on its own in terms 
of its own currency exclusive of anything it gets from the United 
States. 

The next line would be the difference, as you note, between what it 
spends and what it is able to get from sources other than the United 
States. The deficit, in the case of Laos, is very substantial. 

The budgetary receipts of $3814 million from the United States are 
not dollars turned over to the Government for budget support; in 
most countries the dollars are used to import commodities, to a con- 
siderable extent surplus agricultural commodities, which are sold in 
the country, thus generating local currency. The local currency gen- 
erated is then in some cases turned over to the Government for one 
purpose and in some cases for another purpose; and in some of our 








the: 


abl 





—— -_ eS 2 — as vs 


fd 


ome SS 


oe 


Le 





MUTUAL SECURITY ACT, 1959 1157 


countries the support is entirely outside of the budget and is not called 
budget support. 

Mr. Zasiocki. Thank you. You have taken my side of the ques- 
tion. 

There is the total revenue of U.S. grant aid which in the 
last column is $22.2 million and therefore leaving a deficit of $44.7 
million. The budgetary receipts they get from U.S. grant aid is 
$38.6 million, which means they have a $6.2 million which they have 
to get like manna from heaven. It is not reflected in the total increase 
in debt. 

Miss Gransy. That ties in with what I said earlier. We not only 
have to support their military budget in entirety, but if we were not 
to provide anything toward their civilian budget, they would have an 
even larger deficit overall. Then they would have more currency 
floating around in their economy than they could absorb, and it is that 
sort of situation that generates inflationary pressures. 

Mr. Zasiocki. How are they going to obtain the additional $6.2 
million ? 

Miss Gransy. By borrowing at the central bank. 

Mr. Zasocki. It is not reflected as an increase in their total debt 
in the last figure there. It is not at all reflected in their total na- 
tional debt ? 

Miss Gransy. The foreign debt is the external debt and the debt I 
am talking about, which results from borrowing at the bank, would be 
an internal debt. 

Mr. Zasvockt. Isn’t the $31.5 million in the last column the gross 
total debt ? 

Mr. Rozertson. Yes. 

Miss Graney. Internal and external ? 

Mr. Rosertson. Just internal. It went up $10 million for 1957-58. 

Mr. Jupp. The 1959 report will reflect this $6 million deficit, next 
year. 

Miss Gransy. In other words, if you put all the figures on this 
sheet together, you get a pretty good idea of the stringent budgetary 
situation in which the Lao Government finds itself. 

Mr. Zaxsvockt. If any of our colleagues in the House get hold of 
this presentation book, I hope they don’t ask me to explain it. 

Chairman Morean. Mr. Meyer. 

Mr. Meyer. I would like to thank my colleague, Dr. Judd, for his 
suggestion that I testify and I will assure him that I am not averse 
to testifying, but that doesn’t settle the point that I am interested in. 

I want to get some testimony from the witnesses and I would like 
to ask Secretary Robertson one other question. Could you describe 
briefly the activities of the CIA from Formosa, Formosa against 
China, the overt actions from 1950, 1954, 1958, and then indicate how 
these actions themselves may have contributed to the hostile and ag- 
gressive attitude of the Chinese Reds? 

Mr. Rosertson. I could not, Mr. Congressman. I suggest that you 
summon Mr. Allen Dulles down to testify about his activities abroad. 
Mr. Meyer. The reason I ask this question is that it is definite] 
stated that these actions are affecting American foreign policy ‘ 
therefore, they are within the realm of your jurisdiction, as I see it. 
It would seem to me that you should know something about it and be 

able to comment. 
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Mr. Rozerrson. I can sincerely say I do not think the activities of 
the CIA in Asia have been contrary to American interests. To the 
contrary, I think they have served American objectives effectively. 

Mr. Meyer. You don’t feel though that they have contributed to the 
hostility and the acts of the Chinese Reds, which they have done more 
or less in retaliation ? 

Mr. Rosertson. Contributed to the acts of the Chinese Reds? 

Mr. Meyer. Yes. 

Mr. Rosertson. Indeed I don’t. I don’t think the Chinese Reds are 
engaged in a policy of retaliation. I think they are engaged in a 
policy of aggression and expansion. 

Mr. Meyer. That is right, but doesn’t it make them even more ag- 
gressive in a way ¢ 

Mr. Rosertson. I know of nothing that could possibly fit into that 
characterization. 

Mr. Meyer. I also had a letter from an individual who wanted to 
protest Mr. Parson’s appointment to succeed Mr. Robertson. It 
says— 

I believe he should be required to appear before Representative Porter Hardy’s 
committee to explain his approval of the ineffective activities of Universal Con- 
struction Co.—that is Gerald Peabody and Willis Bird—in Laos while he was in 
charge there. 

I know that this has been talked about somewhat indirectly before. 
Do you have any comment ? 

Mr. Rosertson. No. I think you would get a more satisfactory 
answer if you ask Mr. Parsons that question. I am not trying to 
avoid the question. I just don’t know what the answer is to what you 
are asking me. I do not know to what extent Mr. Parsons approved 
this contractor. I don’t know of his approval or his disapproval. I 
can’t answer the question because I don’t know the facts. 

Mr. Furron. As a matter of fact, confirmation is the jurisdiction 
of the other body, not of the House of Representatives. 

Chairman Morcan. The Hardy Subcommittee on Government Op- 
erations has been investigating this. I don’t know whether Mr. 
Parsons has been back to testify or not. Has he? 

Mr. Rosertson. He appeared before them for 2 days and they 
have a full record of his testimony. 

Chairman Morean. Are you through, Mr. Meyer? 

Mr. Meyer. Yes. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. I want to ask Dr. Moyer a couple of questions, One 
at the bottom of page 11 where you say $101 million is expected to 
be used for surplus agricultural commodities under section 402 for 
which the Commodity Credit Corporation will be reimbursed. 

At what rate will Commodity Credit be reimbursed? The price 
the Commodity Credit paid the farmers when it took over the com- 
modities; that is, the price support level? Or the world market price 
which is generally considerably lower ? 

Mr. Moyer. I ought to explain first that the mechanism, as I under- 
stand it, is that ICA does not itself directly reimburse the CCC, but 
procures through private channels in its normal fashion. The per- 
sons who supp ny the commodities get them either from the Com- 
men Credit Corporation or through somebody contracting with the 
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AsI understand, the price paid is a world market price. 

Miss Gransy. That is correct, it is the world market price. 

Mr. Jupp. So CCC has to make up the loss. This aid program is 
not charged, in a sense, for our domestic farm price support program ? 

Dr. Moyer. No, sir. 

Mr. Jupp. Now, the next question: You bring out a good point in 
the middle of page 12. It is the first time I have seen it and if you 
have other illustrations, we would like to have them. 

When the Development Loan Fund was before us, some members 
said, “Isn’t this just an additional spending device? When we make 
a loan to a country to which we previously have been making grants, 
do we cut down the grants? Or is the loan just added on to the 
grants?” 

You say: 

This is approximately the amount being made available for projects in fiscal 
year 1959, but it is some $100 million less than the amount of project assistance 
under defense support provided before the Development Loan Fund was 
established. 

Am I correct in saying that as the Development Loan Fund made 
a $100 million loan, we were able to cut down grant aid by that 
amount ? 

Dr. Moyer. I would put it this way, that we did cut down. 

Mr. Jupp. You are not sure it was the same amount ? 

Dr. Moyer. Thus far it has not been completely made up by the 
Development Loan Fund. I think the exact amount—I said some 
$100 million for 1959. For the two years 1958 and 1959 aid for proj- 
ects under defense support was around $191 million less than it would 
have been had the average level for the preceding 3 years been con- 
tinued. Nearly $100 million per year. 

Here are the Development Loan Fund figures. As of February 28, 
for projects in the Far East under the headings: “Agreements Signed,” 
“Letters of Advice Pending,” “Other Commitments,” and “Projects 
Under Consideration” in the “status A,” the amount from the Devel- 
opment Loan Fund was $166.9 million. It is not yet equal to the 
amount by which defense support was reduced as compared to previ- 
ous years. 

Mr. Jupp. But the point is that here is an illustration that when 
the country got funds through loans it had a roughly corresponding 
reduction in grant contributions from the United States. 

Dr. Moyer. That is true. 

Mr. Jupp. If any of your staff can produce other instances of that 
in other countries, it will be very helpful to us because the charge is 
constantly made that the Development Loan Fund is just another 
means of shoveling out money. 

There is a story in the New York Times today saying that despite 
all the cuts made by Congress, when you put together all these pro- 
grams, the amount of total aid being given to various countries is 
increasing. 

If the TCA men didn’t see that story, they ought to get it and check 
the figures. I would like to know the full story—not that I am crit- 
ical, I just want to know the facts. 

Dr. Moyer. We definitely did reduce the aid and with the expec- 
tation it would be picked up by the Development Loan Fund. 
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Mr. Jupp. Now, I would like, if I may, Mr. ig to impose 
upon you once more to state something on the record. Constantly I 
am hearing the old charge that our Government won’t allow bona fide 
newsmen to go into Communist China. I wish you would tell us the 
status of that situation. 

Mr. Rosertson. In August 1957, the President and the Secretary 
decided that we should make it possible for bona fide news agencies 
to send their representatives into Red China. The administration 
didn’t want to take any action that would lift the general ban on 
travel in China because we were still in a suspended state of war; we 
could give the newsmen no protection. 

The Chinese Communists were already holding five of our civilians 
as prisoners though they had agreed to release them back in September, 
1955, and if they grabbed up another American and put him in prison 
there was nothing we could do about it. But it was decided we would 
make arrangements for the American people to hear from American 
reporters about the conditions that existed in mainland China. So all 
of the news gathering organizations which normally maintain foreign 
correspondents abroad and who were willing to send a correspondent 
to the mainland of China for a period of at least 6 months, were advised 
that the Government would issue them passports validated for travel 
on the mainland. 

There were 44 such news organizations meeting this criteria and 26 
of them replied affirmatively to the questionnaire which was sent to 
them. So, in October 1957, passports were issued to 26 American 
newspapermen, validated for travel in the territory under control of 
Red China. They applied to the Chinese Communists for visas and 
the Chinese Communists refused to grant the visas. 

It was charged by the Chinese Communists that we would not grant 
them reciprocity. What they meant by reciprocity was that we should 
lift our passport regulations and grant 26 visas to 26 unknown people 
without individual application. 

For instance, every foreigner who comes into this country has to 
make application for a visa. 

These people refused to do what all others are required to do. 

The Secretary of State in a press conference practically invited them 
to make an application. Not a single Communist Chinese newsman 
has yet made an application for a visa. 

Ours have made application for visas to go there and they have all 
been turned down. 

As of now, the number has been increased to 29; 29 American 
journalists hold passports validated for travel in China and the only 


reason why they aren’t there is because the Chinese Communists 
won’t let them come. 


Mr. Jupp. Thank you. 

There is a newspaper article on the stands in which some forei 
correspondent is again berating the United States because it allegedly 
won’t let our newspapermen go over there and so our people have 
to depend on foreign sources for information. I wish the newspapers 
which epemdiy are in the business of providing information, would 
just tell this story so that people wouldn’t continue to believe this 


misrepresentation regarding our position. 
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I come back finally, Mr. Chairman, to a question I wish you would 
help us on, Mr. Robertson: How do we get the true story about this 
part of the world to our people? They read these other things, half 
truths or misrepresentations. We here as members of the committee 
know the truth—not nearly as much as you do, of course—but we are 
not permitted to sound off and say “That just isn’t so, this is the situ- 
ation.” I am not surprised really that a lot of our people are dis- 
turbed, for they don’t know the facts. They think that our Govern- 
ment is wrong, that we are to blame. It isn’t the Communists’ fault. 
We have provoked them. We haven’t been conciliatory, we have ir- 
ritated them or we haven’t made square with them and therefore we 
can’t blame them for being jittery and touchy. 

There is only one consolation about your leaving public office and 
that is, if you will sit down and as a private citizen write what you 
know about what happened in China during the mid 40’s and what 
has happened during these years since, in the end it might do more 
good by clarifying public thinking and thus putting America solidly 
behind our policies than anything you can do negotiating day by day 
with officials of other governments or journalists or whoever it may be. 

But maybe you can’t tell the full story, I don’t know. 

Mr. Rosertson. I would like to supplement what I said about the 
newspaper correspondents. I said none had gotten in. One man 
did get in, a man named Strohm, but the Chinese Communists let 
him in thinking he was an agricultural expert. He held one of these 
passports. It seems that Mr. Strohm had accompanied some agri- 
cultural delegation from Russia around this country when they were 
sent over here and he made friends with some of the Russians on this 
delegation, so when he applied for a visa it was stated that he was an 
agricultural consultant. e does write for an agricultural magazine. 
So the Chinese Communists let him in. Since he got back they have 
been abusing him like a pickpocket for the articles he wrote about 
China. They claim he came over there to write about how they had 
solved their agricultural problems and the only thing he did was 
come back and write about other situations which were political. 

So, 1 out of the 29 has been able to get in but we feel certain that 
they didn’t know that he was one of these newsmen who originally 
had been designated. 

I don’t understand this problem of getting information across 
either, Mr. Congressman. These newsmen have held these passports 
since August 1957. A few weeks ago, a very prominent columnist 


‘had an article attacking the administration because he said all these 


things were happening but we couldn’t know anything about it be- 
cause the American administration would not let these newsmen go 
to Red China. I wrote him a letter and he came to see me. He was 
very much embarrassed when I explained that the Department had 
issued passports to 29 newsmen since August 1957. 

I said, “You are always beating our brains out about not letting 
newsmen go into China, and you newsmen won’t tell each other what 
happens. How are you going to tell us what is happening in China?” 

Mr. Jupp. We must not underestimate the seriousness of the false 
impressions that have been given. We who are frequently back in the 
countryside know that there is a growing feeling that the United 
States has been arbitrary and capricious in its policies; that we 
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haven’t had a good case; that we have just covered up; that Mr. 
Dulles is rigid and stubborn. We just can’t allow the American peo- 
ple, through failure to know and understand the facts, to weaken in 
their support of our whole policy and our whole program, There is 
no use putting money into this if we are going to lose, as ultimately we 
will if the American people withdraw their support through failure 
of understanding. We have to find a way to doit. 

Mr. Zasvocki. It would be interesting whether that columnist had 
in a later column retracted his position. 

Mr. Ropertrson. He has not. I have been watching him like a 
hawk. 

Mr. Zasiocki. Why don’t you harass him? Send him another 
letter. 

Mr. Jupp. The gentleman from Florida has talked about condition- 
ing other people’s minds. I am worried more about the conditioning 
of our own people’s minds that is going on. 

Mr. Zasiocki. Mr. Chairman, I should certainly like to hear a reply 
to your earlier suggestion that the Secretary write a book when he 
becomes a private citizen. 

Mr. Rosertson. Off the record. 

(Discussion off the record. ) 

Mr. Futon. May I put on the record that as a member of the 
House Foreign Affairs Committee the committee will certainly be 
sorry to lose the friendship and the services of Walter Robertson. 

Chairman Moraan. It is already on the record, Mr. Fulton. 

Mr. Zasiocki. Thirty-two times. 

Chairman Morean. Any further questions? 

Mr. Bentley. 

Mr. Bentiey. One question, Mr. Robertson. When we had the 
gentlemen here from the Near East and South Asia they talked a 
great deal about the necessity of developing the economy of India 
because it served as a model to the entire region of Asia. 

Now, I see here, looking at the figures, that our cumulative assist- 
ance to India up until June 30 next has been $413 million, I believe 
the figure is. In the same period of time our economic assistance to 
Japan has been about $19 million. Of course, I realize there are 
many factors involved but what I am wondering is this: Does the de- 
velopment of India hold more of an attraction to the nations of Asia 
than, for example, the postwar progress of Japan? Or why can’t 
we make Japan as much of a showpiece for our way of life as we are 
trying to make India, apparently ? 

I see on page 72 of this Presentation Book [security deletion]. 

I am wondering if the nations of Asia, as I say, look more to 
India than they do to Japan as a model to be followed in building 
up their own economies. 

Mr. Ropsertrson. Mr. Congressman, I am sure you won’t misunder- 
stand me when I say that I shouldn’t answer questions regarding 
countries outside my responsibility. 

Mr. Bentiry. Do the nations of Asia look to Japan as a model 
to follow ? 

Mr. Rozertson. May I go off the record # 

Chairman Morean. Off the record. 

(Discussion off the record.) 
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Mr. Jupp. Mr. Chairman, I want to add one thing more to the 
congratulations being-extended. I think Secretary Robertson has 
built up in his part of the world about the best staff of Foreign Serv- 
ice officers and ambassadors that we have seen anywhere in the world. 
They have caught some of his own dedication. 

Mr. Zasiockt. Of course, this is our area. We have to say so. 

Mr. Jupp. That is true. He has been able to get a lot of the very 
best men in the Department into his area and I have been glad of it. 

Mr. Rosertson. Gentlemen, this may well be the last time that I 
shall have the privilege of appearing before this committee. I would 
like to say that the opportunities that have been afforded me to come 
here and discuss these crucial problems with you have been among the 
most. satisfying and richest experiences of my official life here in the 
past 6 years. This committee is unusually well informed. It has always 
shown an acute awareness of the complexities and the subtleties of 
the problems of the Far East. In all of these years I have never had 
a question asked me by a member of this committee which I didn’t 
feel was an honest question. I have never had any discussions with a 
member of this committee in which I didn’t feel he was trying to get 
at what was the right thing for our country to do. There have been 
disagreements, differences of opinion and, thank God, there will 
always be differences of opinion about public problems in the kind of 
free society we are trying to preserve in the world. There have 
been disagreements as to tactics, but insofar as I know, there has never 
been any disagreement as to objectives. 

I appreciate more than I am able to express the very generous things 
that various members of this committee have said about me today. It 
was a humbling experience, but at least it will be an unforgettable 
memory which f shall always treasure. Thank you very much. 

Mr. Furron. May we long continue his honorary, non-dues-paying 
membership on the committee. 

(Discussion off the record.) 

Chairman Morean. Thank you, Mr. Secretary, Captain Howe, 
and Dr. Moyer. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 5:20 p.m., the committee adjourned to reconvene at 
10:30 a.m., Wednesday, Apr. 22, 1959.) 
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WEDNESDAY, APRIL 22, 1959 


House oF REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 


The committee met at 10:45 a. m., in room G-3, United States 

Capitol, Hon. Thomas F. Morgan (chairman) presiding. 
hairman Morean. The committee will come to order. 

We meet in executive session this morning on the extension of the 
Mutual Security Act for the fiscal year 1960. 

Our witness is Adm. Harry D. Felt, U.S. Navy, Commander in 
Chief, Pacific. 

Admiral, I understand that you have an open statement which you 
wish to read and then make a short extemporaneous statement. Please 
go right ahead. 


STATEMENT OF ADM. HARRY D. FELT, USN, COMMANDER IN CHIEF, 
PACIFIC 


Admiral Fett. Mr. Chairman and members of the committee, I wel- 
come the opportunity to appear before you so that I may try to express 
my beliefs in regard to the military assistance program and its 
importance to the security of the United States. 

s Commander in Chief, Pacific, my mission is to support U.S. 
poe in my area and to defend the United States from armed attack 
aunched from the Pacific. As part of these responsibilities, I am 
charged with command and direct supervision of the military assist- 
ance program in Korea, Japan, Republic of China, south Vietnam, 
Cambodia, the Philippines, and Thailand. 

My basic problems are these: How to deter the outbreak of war and 
how to stop it, or win it, if it should be started by armed aggression 
on the part of the Communists. 

My greatest strength is the capacity to wage war contained in the 
divisions, fleets and air wings of the U.S. Armed Forces which are 
assigned to my operational command. Built into the concept for their 
possible use is a good balance between offense and defense. My forces 
are significant factors in fighting the cold war and have the neces- 
sary readiness for brush-fire actions, limited wars, and all-out general 
war. They are responsive to the many situations which arise and 
which can be visualized in the vast area served by the Pacific and 
Indian oceans. 

They are mobile, as they must be, to cover and support U.S. in- 
terests in that part of the world. This strength—great as it is and 
characterized by the striking power of carrier task forces, amphibious 
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assaults, and tactical air bombers—is not enough. We must be able to 
project our power forward and maintain a significant part of it in 
the western Pacific rather than accepting a concept of close-in “Home 
Defense.” 

This we have been able to do because we have become allied with 
other free peoples and because they are geographically situated con- 
tiguous to or just offshore of the Communist bloc. Tremendously 
significant to our strategy is the fact that over 300 million free people 
live in the peninsulas of Korea and southeast Asia and in the island 
chain extending through Japan, Taiwan, the Philippines, Indonesia, 
Australia, and New Zealand. All of these foreign peoples are friendly 
to us. Most of them are linked to us by treaties or military agree- 
ments. Some have given us the use of operational and logistics 
bases and have thus enabled us to carry out a forward strategy in 
defense of the United States and in support of our national policies 
in the area. 

The free Asians want us there alongside them. They understand 
thoroughly the significance of our air force units stationed ane 
the chain. They appreciate the war deterrent argument represent 
by U.S. Marines in Okinawa and U.S. Army divisions in Korea. 
They know that 7th Fleet ships paying calls at their ports are re- 
assurances of U.S. friendly power. 

Our forces deployed to the western Pacific can satisfy only in part, 
however, the security requirements of these countries. In other 
words, realization of a forward strategy for employment of U.S. 
forces is still not enough. Since surely it is to our interest that our 
Pacific allies not be destroyed by the Communists, they must have 
strength of their own to survive. I am convinced that the funda- 
mental need is for them to have an appropriate amount and kind of 
military strength. 

A reflection on history makes a point, I think. Located in my 
area of interest are 10 nations who were born or reborn after World 
War II. Some of them have fought bitter battles against direct 
armed attack by the Communists and against armed Communist 
rebels within their countries. Although two of them—Korea and 
Vietnam—are divided, none has been lost to the free world. U.S. 
assistance made this possible. Our aid saved these nations. 

Another point is made by the Taiwan experience of last year. Here 
was another testing ground to see if U.S. preoccupation with Europe 
and the Middle East would reveal an unwillingness or inability to 
react to aggression in another part of the world. 

The response of the United States and the failure of the Commu- 
nist armed people is recorded in history. 

I wonder, however, if people read it carefully enough to realize 
that it was direct action by the Republic of China which actually 
contained aggression in the Strait area. Armed Forces of the United 
States were able and ready if the Communist forced an issue of prin- 
ciple. But it was unnecessary. The Republic of China found ways 
to defend their offshore islands with their own soldiers, sailors, and 
airmen. And why? Because America has provided the right kind 
of material aid and a superior brand of training aid to the Chinese 
Nationalist armed forces, 
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The conclusion which I draw from a review of events in the west- 
ern Pacific during the past decade is that the survival of free peoples 
in that area has been due to the development and maintenance of ade- 
quate armed forces. This has been a mutual affair. Strong, mobile 
U.S. forces have been at the vital points of decision when they were 
needed. Equally important is the fact that indigenous armed forces 
have fought their battles successfully. ‘These latter forces could not 
have fought successfully, or in some cases even have existed, without 
our military assistance programs. Survival of millions of people— 
the denial of tremendous economic assets to the Communists—reten- 
tion of social, cultural, and religious ways of life held dear by our 
Asian friends—these are the dividends paid back on our military 
assistance and defense support investments. 

Well, that is the history of a successful venture. What about the 
future ? 

Some critics of the military assistance program believe that more 
emphasis should be placed on economic and social aid, with a cor- 
responding decrease of emphasis on our military assistance. The 
believe that greater stability for the future will be had by these 
means. I concur in principle. Certainly we need stability in the 
Far East and southeast Asia. Only an economically viable nation 
can support its own defense structure. I must agree that weapons 
and military equipment do not provide visible benefits to needy popu- 
lations such as are provided by schools, hospitals, agricultural, and 
industrial equipment. I must comment also, however, that education, 
health, crops, and economies do not flourish without security. 

The Communist propaganda line that we can live in an atmosphere 
of what they call “peaceful coexistence” is a snare and delusion. 
The line has the objective of lulling free peoples into stacking their 
arms and relaxing. They would have us believe that the hard Com- 
munist tactics have been abandoned completely and forever. The 
would have us forgo a forward strategy and bring the 7th Fleet back 
to home waters. They would have us ignore and forget the hard 
line they followed in the Taiwan Strait and in Tibet. They bank 
on free peoples being gullible and soft. 

We cannot afford to be so. We must recognize that legal political 
actions taken by the Communists under the guise of peaceful coexis- 
tence have for their goal the subversion of existing authority. The 
Communist objective is penetration of the government apparatus in 
each of the free nations to build up a voice in national attaira, and 
finally, eventual overthrow of the established government. 

This is intrusion on the sensibilities, rights, and safety of freemen. 
Their basic requirements are two: That we relax, and that the coex- 
istence tactics be backed up by Communist military might. This 
armed force is held in leash now but only temporarily. It is awaiting 
a series of D-days when armed action may . required to complete 
political actions to effect final and direct destruction of free societies. 

Actually, therefore, the prospect for the future is one of danger and 
threat to our existence. It is one which calls for firmness and progress. 
We must move forward—not relax. 

I am reminded also that Korea, Japan, Taiwan, the Philippines and 
southeast Asia are prizes coveted by the Sino-Soviet bloc. The secu- 
rity interests of these nations are woven into the strategic pattern 
of our own safety and self-interests. 
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In all of these countries, we find subversive threats organized and 
working assiduously at acquiring greater voice in governmental af- 
fairs. "Rebellion and armed bandits under Communist leadership 
have not been wiped out altogether in the Philippines and southeast 
Asia. To combat these threats—subversion and insurgency—nations 
must possess the means to maintain internal order and to prevent 
infiltration of contraband. During the critical tomorrows, while 
these nations are striving for political cohesion and economic viability, 
their armed forces provide the sense of internal security which will 
give courage to free expression of political belief and release from 
fear so that the farmer can work his land without being molested by 
bandits. To do this, they still need military assistance from America. 

Furthermore, the threat of Communist arms and invasion from out- 
side is constant. Hungary is vivid in the minds of free Asians. So 
is Kinmen. The difference between Hungary and Kinmen is that 
we can reach our friends in the western Pacific quite readily and 
have proved that we will come to the assistance of a friend in trouble. 
All we ask in return is that they provide means to assure their own 
internal security, to deter overt armed aggression, and to retard it if 
it occurs, until the support of the United States and the free world 
can be brought to bear.. Some of the means can be and are provided 
by these nations for themselves, manpower being the outstandin 
example and perhaps the most precious military asset. Materia 
things which they do not have, we supply. We train their manpower 
in the use of the things we provide and which they need to maintain 
internal security, wipe out banditry and provide a reasonable deter- 
rent to Communist armed excursions across local borders. 

During recent months, I have reexamined our programs to make 
sure they are consonant with my strategic plans. Some of them are 
being reshaped to fit the facts of future life as I see it and have tried 
to describe for you. In the case where a country is sufficiently eco- 
nomically and industrially developed to do so, I can hope that the 
burden of supporting their military forces will be taken up by that 
country. In other cases, our military aid and assistance will be needed 
for a long time. In some cases, I can see long-range opportunity to 
reduce the size of military establishments, provided we have the 
understanding, foresight and perseverance to qualitatively improve 
the forces involved. 

I have had many talks during these recent months with the civil 
and military leaders in all of these countries and have kept in con- 
stant touch with developments through our Ambassadors and the mili- 
tary advisory groups. My sehr, cre impression is the faith our 
Pacific allies have in the United States. They knew we were strong. 
They found out last fall that we hold dear our principles and are 
willing to fight for them. They are proud of their own growing 
strength to resist Communism. And they have faith that we will not 
let down on our support of them and sacrifice their freedom. I be- 
lieve, ladies and gentlemen, that their faith is worth preserving. If 
our forward strategy fails—if the offshore island link is broken—if 
the resistance of freemen in southeast Asia to communism is 
breached—if, in other words, we jeopardize the security of our friends 
by withholding the means for its maintenance and improvement—the 
position of the United States will indeed be very insecure. 

Chairman Morgan. Thank you, Admiral. 
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You may proceed with your extemporaneous statement. 

Admiral Frir. Mr. Chairman, I wonder if it would be useful if 
I made a few extemporaneous remarks giving you my idea of what 
I think we are up against out in the Pacific area. 

I believe that General Norstad, when he was with you, told you that 
his greatest concern was general war. I live in an area where the 
probe is the fashion. I have to be ready, of course, for all kinds of 
war, to deter all kinds of war. But when I consider the possibili- 
ties, limited or brush wars are the greatest possibilities. So I thought 
if I might I could go over a modified order of battle and show you 
how I think some x our friends are threatened and how we might be 
prepared to oppose this threat. 

Now, I have some charts here. I don’t know whether you can all see 
them. Ihavesome copies which I will pass around. 

(A chart entitled “Japan” was shown. ) 

Mrs. Bouton. I take it this is a closed hearing. 

Chairman Morean. This is an executive session. 

Admiral Fer. This is sensitive information, of course; order of 
battle information. F 

Well, I just can’t talk in terms of a threat to the whole area. It has 
to be divided up into segments. We are not an area where there is a 
regional cohesion as there is in Europe. Now, here is the threat to 
Japan. 

[Security deletion. ] 

Admiral Fett. May I turn to Korea, Mr. Chairman ? 

Chairman Morean. Go right ahead. 

Admiral Fruir. Now, here, of course, the immediate threat is in 
the form of North Korean forces. 

(A chart entitled “Korea” was shown. ) 

The North Koreans have [security deletion] a certain number of 
divisions. That may not sound significant but very significant is the 
fact that they now have [security deletion] jet aircraft, in violation of 
the armistice terms as you all know. Modern aircraft, and modern 
fields. 

Also significant is the fact that the Chinese Communist forces, al- 
though withdrawn from North Korea, are just over the border in 
Manchuria [security deletion]. A considerable threat. 

What do the ROK’s have? [Security deletion.] One of the best 
armies in the world; created and maintained by United States assist- 
ance. They have a limited navy, with some amphibious lift and capa- 
bility to keep the harbors open. They have a marine division. ([Se- 
curity deletion.] Air. [Security deletion]. 

Now in Korea we have two U.S. Army divisions [security deletion]. 
Now, these Army divisions, although not strong in numbers, are very, 
very important from a morale point of view. [Security deletion.] 
This is very important that these Army divisions be maintained in 
Korea, and I think they should be at full strength. 

A chart entitled “Taiwan” was shown.) 
dmiral Frnt. Here the threat is from the Chinese Communists 
{security deletion]. 

The Chinese Communist Air Force is, numberswise and equipment- 
wise, strong. They learned a lesson, of course, last fall that there 
were some other fellows trained by the United States who could fight 
a little bit better. 
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[Security deletion. ] 

Now, the United States. I put Okinawa in here because after all 
Okinawa is close by. [Security deletion.] We have the 7th Fleet 
and our U.S. Air Force with jets on Okinawa. Here is an area which 
could be probed against this spring or this summer. 

(A chart entitled “South Vietnam-Laos-Thailand” was etka 

Admiral Fretr. Here the geography is interesting. There has been 
all kinds of concern about how our program is going in Laos. I 
would like to take this opportunity to point out the geography of it. 
It can be completely enveloped by this threat I am going to speak of. 
In the north-northeast area, the Vietminh or Vietcongh. 

[Security deletion. ] 

Admiral Ferr. CHICOM. Over on the lower flank the Chinese 
Communists have an army [security deletion]. 

Now what have we created in this area to deter aggression across 
these borders, to deter the absorption of Laos, thus making Thailand 
and Vietnam and Cambodia terribly vulnerable? 

In Vietnam [security deletion] a good army. It is now being reor- 
ganized into an organization that is designed to fight in that part of the 
country, to fight in that terrain [security deletion]. A small coastal- 
type navy and a very small air force [security deletion]. 

ow, I think we are all sophisticated enough to know in these modern 
days that armies, land forces, must have some air support and they 
must have it now. We all know it is going to take a little time 
[security deletion]. 

Laos: An Army [security deletion]. Nonavy and atiny, ineffective 
air squadron. 

Thailand: [security deletion ]. 

In the background is the 7th Fleet and the mobility built into 
our U.S. Air Force deployed out in these island bases. We have tested 
this. We know this will work. We tes‘ed it in the Taiwan situation 
last fall. Our Air Force out there can pick up and go places and 
we can move U.S. Air Force units in there providing there are facili- 
ties for them to move into. This was one of the beauties of the 
Taiwan situation last fall in that there were ready-made facilities for 
us to use when we got there. They may have been a little austere, the 
Marines lived in tents alongside the taxiways but the taxiway was 
there and the airstrip was there. 

Mr. Jupp. May I inquire on that point, Mr. Chairman, where are the 
5th and 13th Air Forces? 

Admiral Freir. The majority of my Air Force forces are in the 
5th Air Force located in Japan and Okinawa and with one squadron in 
Guam. The 13th Air Force is in the Philippines [security deletion]. 

(A chart was referred to entitled “Summary: Opposing Forces.” 

Admiral Freur. Under my immediate command assigned to me for 
operation command are [security deletion] the U.S. forces in the 
Pacific. We are maintaining in the indigenous allied forces 18 
million people in uniform. 

[Security deletion. ] 

Mr. Jupp. Thank you. 

Chairman Morcan. Admiral, we operate here under the 5-minute 
rule, so each member will have five minutes to ask you questions. 

Do we know for sure whether the Chinese Red forces have actually 
been withdrawn in North Korea? 
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Admiral Frur. I wish I could cite dates for you, Mr. Chairman. I 
am under the very definite impression that the last of the Chinese 
Communists have been withdrawn from North Korea. 

Chairman Morean. These are North Koreans who fly the jet planes 
in the air force located there ? 

Admiral Felt. Yes, sir. Trained by the Chinese Communists and 
the Soviets. 

Chairman Morean. Admiral, the Korean war was fought with- 
out the use of nuclear weapons. It would seem that the organization, 
equipment, and strategy employed followed what is called a conven- 
tional pattern. 

Now, since the fighting stopped in Korea and we have placed nu- 
clear weapons in Korea, our own forces have been reorganized to make 
effective use of these small nuclear weapons. Have the Korean 
ground forces been reorganized to depend upon small nuclear 
weapons ? 

Admiral Freur. The last time I was up on the line which was last 
fall, I was very impressed by observing that every square foot of the 
demilitarized zone was covered by some kind of firepower; be it a 
soldier with a rifle, a machinegun or-an artillery piece. Basically 
the defense along the demilitarized zone is one of soldiers defending 
with conventional weapons. [Security deletion. ] 

Chairman Morcan. Admiral, yesterday we heard testimony from 
Captain Howe and from Secretary Robertson. 

Security deletion. ] 

Chairman Morean. Thank you, Admiral. 

Mrs. Bolton. 

Mrs. Boiron. Thank you, Mr. Chairman. 

Y would like just to say as a preface that you give me the same 
feeling that Mr. Robertson did yesterday, quite contrary to what we 
had the day before, which was a completely hopeless picture of the 
world, and that there was nothing to fio but to take ourselves out of 
the world and retreat behind our own frontiers. They didn’t even 
suggest prayer. 

‘ou give me the feeling that you are there watching every instant, 
every 24 hours, what is happening, that you feel that, yes, it could 
go wrong, but you don’t propose to let it, and you think you have 
forces that would make it possible for you to prevent it, with the 
exception of where you say you should have more. Am I getting the 
right feeling from your testimony ¢ 

Admiral Feur. I hope to give you this feeling, Mrs. Bolton. 

Mrs. Botton. On page 5 you speak of the Communist objectives and 
the basic requirements to defeat them. 

They want us to relax, and they are awaiting a series of D-days 
when armed action may be required to complete political actions to 
effect final and direct destruction. 

Admiral Freur. Their actions tend to prove it. Look at Hungary 
and Tibet. Consider their announced intention that they are not 
satisfied with Kinmen or Matsu; what they want is Taiwan. I base 
my statement on that sort of thing. 

Mrs. Botton. Do you think southeast Asia and what we are doing 
there in the training of our men would make it possible for them to 
— as stiff a front as the Chinese Nationalists did in Quemoy and 
Matsu ¢ 
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Admiral Fer. [Security deletion. ] 

On the other hand, every time I go to southeast Asia, and the last 
time was in February, visiting all of the countries, 1 am encouraged 
by two things. One is the increasing understanding of the Com- 
munist threat. They are understanding more and more and more 
what this thing is all about. 

And the other is their determination that they are going to do 
something about it. 

Now, part of that determination is in the military field. May I 
just skip from country to country for a moment ? 

Mrs. Anica Surely. 

Admiral Fett. In the case of Thailand [security deletion] we have 
had some exercises recently which indicate they can be pretty good 
[security deletion ]. 

In the case of Laos, look at those fellows. They are just wide open 
up there. They are the bravest people I have known in a long, long 
while, to say to these Communists, “We are going to be free” [secu- 
rity deletion]. 

Sixties we all know about, of course. 

Cambodia. I had some pretty wonderful experiences in Cambodia 
as guest of Prince Sihanouk and discussions with some of the military. 
[Security deletion.] These things are encouraging. 

[Security deletion. ] 

Chairman Morean. Mr. Carnahan. 

Mr. Carnauan. Mr. Chairman and Admiral, you say it is an area 
where we are likely to encounter further probes. 

Do you feel the attack on Taiwan was a probe or was it an attempted 
military takeover on a major scale? 

Admiral Fett. I think it might have been both. I am sure it was 
a probe to see whether we were weak in that area because we had 
bolstered our strength in the Lebanon area. 

I feel that if, having probed, they had found we were weak, their 
objective, of course, was to take over. 

Mr. Carnauan. Do you expect another probe in that area ? 

Admiral Frxr. I have to be ready for it, Mr. Carnahan. 

[Security deletion. ] 

Mr. Carnauan. Our assistance program in Laos has come in for 
a lot of criticism. Would you care to comment on how effective 
it may have been? 

Admiral Ferr. Mr. Chairman, I am glad that question was asked, 
and I would like to talk to it. 

I feel, however, that this is a pretty sensitive subject. I wonder 
if I could go off the record. 

Chairman Morean. Off the record. 

(Discussion off the record.) 

Chairman Morcan. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Admiral, you have given an excellent statement and your words 
mae 9 confidence. _ 

t this recent meeting of the SEATO Council in Wellington, the 
countries-in their communique made the observation that the Com- 
munists are still pursuing their objectives by violence up to a point 
where they meet firm resistance; now is it your opinion, with these 











sist 


this 
wol 
dan 





Qa t+ = cr 


— © 


Uae 


iS 


ir 


r 
e 


r 


ott © 








MUTUAL SECURITY ACT, 1959 1173 


various programs that we have in this area, that this firm resistance 
will actually prevent them from making any kind of a major attack, 
even though their forces are twice ours, or twice that of the free 
ople’s? 

FY daahaeed Feit. Well, Mr. Merrow, if I were a Communist, I think 
I would assess the situation something like this—I have available to 
me several tools to use toward attaining my objective of world con- 
quest. One of them is subversion, one of them is creating insurgency 
within these countries, and finally my armed forces. So far I think I 
would figure I am doing pretty good. Every once in a while I get 
terribly exasperated though and I call on my armed force. I am 
pretty stupid when I do that, of course. I bring world opinion down 
around my ears as in the Hungarian and the Tibet business. 

I intend to transmit to you a feeling of confidence. I just can’t be 
pessimistic about this thing. Every time I travel through this area, 
I have confidence in people who have the guts to say, “We are going 
to be free and we want to be on your side.” 

On the other hand, the danger is there, and again reverting to my 
Communist role, I don’t think they want to start a fight with us. By 
a fight, I mean an armed fight with us. If they can avoid it and still 
attain their objective. 

Mr. Merrow. Under this program we are considering for fiscal 
year 1960, Admiral, there is programed for the Far East and the Paci- 
fic $553 million in defense support, and $567.2 million for military 
assistance making a total of $1,120,200,000. 

Now, if in the interests of economy and budget balancing we have 
to cut this, where would you suggest we begin ? 

Admiral Feir. Well, I would hope you would recommend more, Mr. 
Congressman. I read in the papers that the Draper committee has 
recommended $400 million additional, primarily to NATO. I thought 
I had impressed the Draper committee with my needs but—we have a 
situation, Mr. Congressman, in which we are not very glamorous. I 
am not talking about IRBM’s and all of this very fancy and expensive 
equipment. I am talking about forces who were provided equipment 
at the end of the Korean and Indochina wars, equipment that is 
wearing out—has worn out; equipment that needs to be replaced. 
= am not talking about replacing it with atomic weapons and so 

orth. 

Incidentally, I want to make one point clear: The ROK army has 
no atomic weapons, in case there was any doubt on that. 

Now, this equipment has to be replaced for two reasons: One is that 
if it isn’t then there will no longer exist this deterrent in the minds 
of the Communists and the other reason is we have an objective of re- 
ducing the size of these forces and part of the lever in this negotia- 
tion is to improve their forces qualitatively in order to convince them 
to come down quantitatively. 

Now, to get to your answer, a half billion dollars for military as- 
sistance isn’t enough. 

Mr. Merrow. Well, then, may we conclude that in your opinion 
this is an irreducible minimum and that any cuts made in this area 
would decrease our deterrent capacity to an extent that it would be 
dangerous for national security ? 

Admiral Fert. Yes, sir, that is correct. 
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Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Zablocki. 

Mr. Zasvtocxi. Thank you, Mr. Chairman. 

Admiral Felt, your statement is most encouraging but | can’t hel 
but follow your answer to my colleague from New Hampshire with 
this question: 1 am sure this committee and Congress wouldn’t reduce 
the authorization and appropriation for this area $1 if they were 
assured that they were getting $1 worth of return for it. Can 
you assure the committee that there is such improvement that the 
waste has been cut, that there is no fat in the program in reality, and 
that we actually will be getting our money’s worth in this area? 

Admiral Feur. I can assure you, Mr. Zablocki, that CINCPAC, 
his staff, and the military assistance groups are dedicated to their 
jobs in this area and that we will do everything within our power 
to make sure you get a dollar return on the dollar invested. 

Mr. Zastocki. Specifically, Admiral, are you satisfied that the lo- 
gistics system of the ROK forces has been improved to your satis- 
faction ? 

Admiral Fexr. I can tell you, sir, that great improvement has been 
rade. I cannot tell you that the logistical system in Korea is yet 
satisfactory. There is a long-range program of teaching the Ko- 
reans a supply system, a logistical system, which was cae started 
after the fighting was over, as you know. 

I can report to you, if you would like for me to, some of the things 
that have been done recently. 

Mr. Zas.ockr. Well, sir, because we have such high regard for 
you, a statement from you saying that the improvement thus far was 
satisfactory would be acceptable. 

Admiral Frerr. The rate of improvement is satisfactory; yes, sir. 

Mr. Zasiockt. Admiral, the United Nations forces total [security 
deletion] men at a cost of $10.5 million. That is indicated in 
our presentation book on page 83. Does that reflect the entire cost 
or are the various countries who have these people there, Greece, 
Turkey, Thailand, the United Kingdom, France, Ethiopia, and 
Greece; are they paying part of the maintenance of these United 
Nations forces in Korea? 

Admiral Ferr. Mr. Zablocki, I can’t answer that in detail. I am 
afraid I would have to defer to Mr. Shuff on that in detail. 


STATEMENT OF CHARLES H. SHUFF, DEPUTY ASSISTANT SECRE- 
TARY FOR MILITARY ASSISTANCE PROGRAMS, OFFICE OF THE 
ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


Mr. Suourr. I think, Mr. Zablocki, we can give you a rundown 
on what that covers if you would like to have it. 

Mr. Zastockt. The $1014 million I referred to yesterday ? 

Mr. Suurr. Yes, sir. 

Mr. Zasiocki. Supply that for the record. 

Mr. Suurr. This is something we are capable of doing and will 
supply it. 

(A classified memorandum was subsequently submitted in response 
to Mr, Zablocki’s request.) 
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(Discussion off the record.) 

Mr. Zasiocki. Have we negotiated with the Lao to pay any cost of 
their security forces and what was their answer? The [security de- 
letion ] p= they have in military uniform for which we are entirely 

ayin 
‘ \aeivel Feit. The Lao are entirely dependent on us, Mr. Zablocki. 

Mr. Zasiocki. Were there any negotiations where they take upon 
themselves part of this cost ? 

Admiral Freur. No negotiations that I have known of in the past 
on this. 

Mr. Suurr. I am not familiar with any negotiations. I think this 
might be a question more suitably put to the State Department, Mr. 
Zablocki. 1 think they might know of some negotiation that took 
place. I donot know of any. 

It seems to me, however, that since the Lao Government in its 
budgetary process comes up with a net loss, it would be an academic 
kind of a thing, because they don’t have enough to go around. 

Mr. Zasiocki. Admiral, do you think that a country ought to pay 
toward part of its own security, or pay toward its own security, as 
a policy ? 

Admiral Fetr. Asa policy, asa principle, yes. 

Mr. ZaBLOCKI. Thank you very much. 

Now, in Cambodia we have a program almost as large, a military 
assistance program as large as in Laos. [Security deletion.] 

On what basis would you justify the [security deletion] military 
assistance spent in Cambodia ? 

Admiral Frit. Some people are inclined to answer that question, 
Mr. Zablocki, by saying that is a political decision. I think it is 
both. I think it is of military importance, too. 

When we stop to think that the Cambodians, although accepting, 
or let’s say asking for and accepting economic assistance from the 
Communists, decided that they would not ask for military assistance 
from the Communists but would turn to us and ask for military 
assistance, I think that is an important point. 

Mr. Zasiockt. Do we have evidence they would not accept military 
assistance ? 

_ Admiral Ferr. They are not doing it. All their military assistance 
is being provided by the United States and France. 

Now, from my point of view, from a military point of view, it has 
this significance [security deletion]. 

Mr. Zasiocki. Admiral, would it be safe to say if the chips were 
down, that even though Cambodia. today has a neutral policy—I re- 
peat, if the chips were down—that Cambodia would lend its forces 
to fight a Communist aggression ? 

Admiral Feit. Well, of course, you know I am involved in draw- 
ing plans for taking action when the chips are down in southeast 


a. 

In drawing those plans I certainly don’t put Cambodia in the 
column of enemy forces. 

Mr. Zasiocki. Wouldn’t that, therefore, justify our military ex- 
penditure in Cambodia ? 

Chairman Morgan. The gentleman’s time has expired. 

Mr. Zasvockt, I have one brief question which may be answered 
yes or no, Mr. Chairman. 
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The admiral stated the ROK Army has no atomic equipment. 

Has the United States promised the ROK’s atomic equipment after 
reduction of their forces? 

Admiral Frexr. Not so far as I know, sir. 

Mr. Zasvocki. Thank you. 

Chairman Morgan. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Admiral Felt, I am frank to say that when Admiral Stump retired 
after being before our committee 4 years, and we having visited him 
in his headquarters out there, I felt nobody could quite do the job 
that he had been doing. But I want to give credit to the U.S. Navy 
for having other men just as good. This estimate is not just based 
on your testimony this morning. We get word back from out there 
all the time, and there is the greatest confidence in you all through 
the area for the way in which you are handling this assignment, and 
we compliment you for it. 

I want to ask first a question about Japan: How much have the 
Russians in the Kuril Islands over Hakkaido? 

At one time they had a couple of parachute divisions. That was 
4 or 5 years ago, in the south end of the Kuril Islands, looking down 
Japan’s throat. Do you know of any such thing now? 

Admiral Fert. I am sorry I can’t answer that in detail. 


STATEMENT OF COL. RICHARD W. WHITNEY, USA, CHIEF, FOREIGN 
MILITARY ASSISTANCE PLANS DIVISION, CINCPAC 


Colonel Wurrney. I don’t recall any parachute divisions. 

The last intelligence estimate I saw gave them the capability of 
launching an assault of regimental size at the most. 

Mr. Jupp. The testimony of the other sort must have been 5 years 
ago. 

<7 deletion. ] 

Mr. Jupp. We heard Mr. Shuff at one time saying something to us 
about this air fight in the Formosan Straits. I would like to have more 
details from you. 

Incidentally, is your statement unclassified ? 

Admiral Fer. That is correct. 

Mr. Jupp. You spoke of the way the Chinese Nationalist forces be- 
haved under the stress and strain of last fall. 

Stories have come out that the Chinese Communist planes did not 
fight as individual planes the way the Nationalist planes did, and 
some people felt that it was perhaps because the Reds were afraid 
to trust the pilots lest there might be defections, whereas the Nation- 
alists had no fear whatsoever that their planes might defect to the 
mainland. Is that true? 

Admiral Fert. I don’t think that was a factor, Mr. Judd. 

Mr. Jupp. They just had a different strategy or tactics for ightiogs 

Admiral Frexr. They weren’t trained as well as the Chinese Na- 
tionalists. 

Do you remember what happened to us at the beginning of World 
War II? I happened to be flying in those days and the Japanese had 
had a plane called the Zero. And they could fly rings around us. But 
how did we whip them? By devising tactice; by devising teamwork. 
Where two people never lost sight of each other. One fellow was on 
the other fellow’s tail all the time. 





th 


ail 





ter 


ob 
vy 
ere 
nd 
the 


vas! 
wn 


GN 


ars 


ore 


not 
nd 
nid 
on- 


the 


rid 
ad 
3ut 
rk. 





MUTUAL SECURITY ACT, 1959 1177 


Our planes were inferior, insofar as performance was concerned, to 
the Zeros, but we shot them down. 

Now, there is the same situation that happened over there. The 
Chinese Nationalists would entice these fellows to come down to the 
a fighting altitude. When they got down there they let them 

ave it. 

This happened before they got the Sidewinders. 

I was hoping some day I would have an opportunity to refer to this. 
These are some rough notes I made from my diary, an official diary 
which I kept last fall. 

This is the month of August, starting from the 1st. 

On the 14th three Migs were shot down by the Chinese Air Force. 

On the 25th they shot down two more. 

Now, this was before that famous shoot when they went out with 
the Sidewinders that had been provided them. 

It was merely discipline and tactics. With inferior-performance 
airplanes. 

Mr. Jupp. Our planes that these fellows were flying were inferior 
to the Migs that were shot down? 

Admiral Fexr. If you want to deal in terms of altitude. In other 
words, they enticed the Migs, which could get the greater altitude, to 
come down to their altitude, where they were equivalent. 

[Security deletion. | 

Chairman Morean. The gentleman’s time has expired. 

Mr. Pilcher. 

Mr. Prwcuer. Thank you, Mr. Chairman. 

Admiral, don’t you believe that we have to be strong economically 
just as well as militarily ? 

Admiral Fetr. Yes, sir. I think it is absolutely essential that these 
countries become economically stronger. I make the point, however, 
if I may, Mr. Pilcher, that without security, internal security, you 
can’t make progress toward becoming economically strong. 

Mr. Prwcuer. I am talking about the United States. I speak about 
us. 
Now, if there is any part of the world where I am in favor of mili-. 
tary assistance it is this part of the world. Certainly, as a military 
man I know that you are speaking from what you want to do, or 
what is the right thing to do. But now if we become economically 
weak in the United States, we are going to become militarily weak, 
too, aren’t we? 

Admiral Fett. Yes, sir. 

Mr. Pitcuer. Well, the dollar has gone down from 1939 to the 
present date, about 52 cents. In other words, our dollar today is 
worth about 48 cents. Now, using the same yardstick, about the 
length of some of these programs that have been going on, say in 10 
years, our dollar will go down 26 more cents. The dollar will be worth 
22 cents. Do you believe that we will be economically strong if our 
dollar goes to 22 cents? 

Admiral Fetr. Well, Mr. Pilcher, I am not an expert economist 
and I don’t know that you could apply that sliding yardstick formula. 

Mr. Piucuer. Well, our national debt is greater than the combined 
national debt of the world. None of our economists that I know any- 
thing about can predict that we are going to have any industrial boom 
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here in the next 10 years with competition getting keener all over the 
world. And our national debt increasing every year. I can see what 
is going to happen—we are having pretty good times now and we are 
going in the red every year. Even though it is good and we are for 
some of these programs, I believe that sel -preservation is one of the 
first things. 

As I say, we have to stand behind Formosa and Korea and whatever 
it takes, but part of these military programs I don’t believe the Ameri- 
can taxpayer can stand and I don’t believe our economy will stand it. 
The Nation is no different from an individual. When you continue to 

ur out more money or spend more money every year than you take 
in, there is going to have to be a reckoning sometime. 

Admiral Ferr. Well, I am not an expert in this area as to what the 
country can afford except I can tell you this, that if we lost these 
nations to the Communist world, then it probably doesn’t matter what 
the value of our dollar might be. We are on the way to being ab- 
sorbed ourselves. 

Mr. Prrcuer. I agree with you, but it is just one of those thin 
that any businessman has to face when he comes to a place, whether he 
is going to expand or try to hold to what he’s got. 

Admiral Fett. This is an expenditure which in my opinion it is es- 
sential for the American taxpayer to withstand. 

Mr. Pucuer. That is all, Mr. Chairman. 

Chairman Morean. Mr. Fulton. 

Mr. Futton. We are glad to have you here, Admiral. 

If this expenditure is not made for the defense of these areas, the 
United States will then lose vital resources and access to commerce and 
trade that are necessary for our economic existence. So, therefore, it 
isn’t the problem of the dollar simply going down in value; it is, Will 
the dollar go further down in value to zero if we don’t do this? 

What is your answer on that? 

Admiral Fert. You said it better than I could say it, sir. I agree 
with you. 

Mr. Fuuron. In the evaluation of the strength of our U.S. economy 
we should not look just at the exchange rate of the medium of exchange 
but we should also look at the productive capacity plus gross annual 
national product to see how strong the economy is. 

Secondly, we should look at the development over a period in ex- 
penditures for our own U.S. military programs and also in proportion, 
the military programs of our friends and allies. Do you not agree on 
that? 

Admiral Fretr. Yes, sir, I agree. 

Mr. Furron. When we look at the gross national product we find in 
this intervening time it has gone up to the astronomical figure of 
around $430 billion of gross sation: product. You have seen that, 
haven’t you? 

Admiral Fer. Yes, sir. 

Mr. Fouuron. In the years since 1945, in spite of the dollar going 
down we have gotten stronger, have we not, in the United States, bo 
arr economically, and in mutual security programs? Is that 
not right 

Admiral Fext. Yes, sir. In the eyes of my Asian friends we are the 
strongest nation in the world. 
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Mr. Furron. So that our policies on a bipartisan basis, to which 
both the Republican and the Democratic Parties have committed their 
platforms, which includes the mutual security programs of this type, 
we have become the strongest nation in the world both militarily and 
economically ; is that not right ? 

Admiral Feur. Yes, sir; that is correct. 

Mr. Prvcuer. Will the gentleman yield ? 

Mr. Futron. I will be glad to yield: to my friend. 

Mr. Pircuer. If our gross national product is so good, why is it 
more smal] business has gone in bankruptcy in the last 2 years than 
in any time since 1933 ? 

Mrs. Botton. Some of them were awfully poor businessmen. 

Mr. Pircuer. Why is the farm debt increasing at the rate of over 
$1 billion a year ? 

Mr. Furton. I will answer you as a small businessman, on a per- 
sonal experience. I started with one employee, and one newspaper 
in 1945 and last year I had 5 newspapers and up to 98 employees, so I 
think small business is making out pretty well and I like it. 

Mr. Pivcuer. I believe the gentleman has succeeded very well in 
small business himself, and he is to be congratulated. Jim and I will 
go down the corridor and get in a good argument. 

Admiral Frir. May I add a thought in here, Mr. Chairman ? 

Chairman Morean. Admiral. 

Admiral Fer. I think we should keep in our minds, what might 
the cost be if we failed to deter one of these wars? Another Korean 
war, for example. 

Mr. Fuuron. Congress also should look to see what the cost to this 
country would be if we based all our U.S. defenses right within the 
territorial limits of the United States so that the first attacks would 
be there, rather than have the signal lights flash when these smaller 
events occur at distances from our own shores. Is that not right? 

Admiral Freur. That is correct. 

Mr. Forron. It is therefore necessary for the United States to keep 
open the airways and seaways of the oceans and world commerce by 
having these bases abroad and by having our ships and planes every- 
where, isn’t that right ? 

Admiral Fer. That is correct, sir. 

Mr. Fuuron. And aren’t we in the free world also keeping the 
chy open in 90 percent of the world’s surface, through these 
tactics 

Admiral Fett. Yes, sir. 

Mr. Jupp. Will the gentleman yield ? 

Mr. Fuuron. Yes. 

Mr. Jupp. I wish on this point our staff would dig up an interchan 
with General Marshall when he was Secretary of State, as I 1, 
before the Korean war. This same argument was made that we 
couldn’t go ahead with a military aid program—this was before China 
had ream atine couldn’t go ahead and bolster this because it cost too 
much. 

The question was asked of General Marshall what he thought our 
military budget—which at that time, as I recall, was about $14 or $15 
billion a year, maybe only 12—what our budget would go to if we 
didn’t carry on such a program, and the mainland of China were lost 
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with the resulting increased threat to us. He studied a minute and 
said, “Well, I think it would probably go to $25 or $30 billion a year.” 

Some of us were using then the same argument that we were goin 
to save money by having this program. Others were saying, “We 
can’t afford it. Cut it out.” So we didn’t go into it full-scale. We 
lost that part of the world and our budget for the military has been 
32, 35, 38, 40 billion dollars every year since then. So I think this 
argument is not just theory, it is history. 

Mr. Fuuron. The total program proposed by the administration 
for the fiscal year 1960 is $3.9 billion out of a gross U.S. national 
product of $330 to $340 billion. This is less than 1 percent in propor- 
tion, isn’t it? 

Admiral Fett. Yes, sir. 

Mr. Furron. And then the military end of this program being $1.6 
billion is a very much smaller proportion of the gross national product. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Murphy. 

Mr. Mureny. Thank you, Mr. Chairman. 

Admiral, I would like you to speak more to the fact that instead 
of a probing action we had an all-out action, a full war, with the Sino- 
Soviet bloc. 

How many divisions are there in Red China? 

Admiral Fer. I would have to count them up, sir. 

Mr. Murreuy. Well, my point is this, Admiral: In case of an all-out 
war, your forces in the Far East, land forces and the 7th Fleet, 
together with our allies, what would be your capability to meet that 
threat? If additional support was necessary I would like to know 
where that support would come from. 

[Security deletion. | 

Admiral Frir. We have a considerable capability in my forces to 
fight a general, all-out war. That capability is contained in the 
7th Fleet with atomic weapons delivery capability. In the Air 
Forces, the U.S. Air Forces that are deployed in Japan, Okinawa, 
the Philippines, and in our Army Forces which have atomic capa- 
bility. We make no claim, of course, that we can do this job by our- 
selves. We make our contribution and it is essential for the United 
States to maintain this atomic retaliatory capability that is contained 
in SAC. - We deal intimately with SAC in connection with our war 
planning. We coordinate our plans with SAC. 

Does that answer your question ? 

Mr. Mureuy. Thank you, sir. 

Chairman Morean. Mr. Wainwright. 

Mr. Warnwricur. Admiral, I will reverse the procedure and say I 
am delighted to be able to ask the question, being the last man on the 
pole. It is usually around 3 o’clock when the morning guest gets 
down to me. 

Mrs. Boron. We have all been there. 

Mr. Warnwricut. On page 4, Admiral, you say some critics of the 
military assistance program believe that more emphasis should be 
placed on economic and social aid with a corresponding decrease in 


emphasis on military aid—skipping down a couple of sentences—you 


say then that you concur with this program. 
o you believe by that statement more emphasis should be placed on 
the civilian side of the ICA programs against military buildup? 
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Admiral Frerr. Mr. Wainwright, I think I said I concur in prin- 
ciple, that more economic assistance should be provided for these 
countries, but not at the expense of security. 

Mr. Warnwricur. I wanted to bring that out. I didn’t add that; 
because of your emphasis on the military side of it here in answer to 
these questions, I thought that should be brought out. 

In other words, if there is a decision to be made, whether another 
dollar should be added to the weight on one side or the other, the 
economic or military, I gather from your testimony that there should 
be more on the military side than on the economic side. 

Assuming that you have a scale and are faced with a decision as to 
where to — the next dollar, on the military or the economic. 

Admiral Frexir. I am not sure I understand your question. 

Mr. Warnwricut. If, in debate on the floor of the House or out 
of this committee, you get down to the point of view where the deci- 
sion might be either to reduce economic aid or to reduce military aid, 
the defenders of the program will be faced with answering specifically 
where cuts should be ns. 

Assuming that a cut has to be made, should it be made on the 
economic side or should it be made on the military assistance side? 

Admiral Fert. Well, I would hope that the assumption would 
not be made that a cut needs to be made. 

Mr. Warnwricut. You are quite right. Assuming the most desir- 
able vty, would be that no cuts should be made anywhere along 
the line, but it is a possibility and the question has to be faced. 
Where should it be made? Should the cut come on the economic side 
or the military side? 

Admiral Fett. I think a fine judgment has to be exercised. From 
my point of view a cut has already been made on the military side. 
This proposed program will permit me to maintain the forces that are 
in existence, but will stretch out what I think is an essential program 
of improving the forces. 

The funds, as I understand it, that will be made available to the 
military assistance program in the Pacific will permit me to main- 
tain the forces in existence and provide some force improvement but 
not nearly as much as I think is necessary. 

Mr. Warnwricut. I don’t want to pursue the question further. 

May I ask one other question? On page 7 you state that some of 
our programs are “being reshaped to fit the facts of future life.” 

Specifically what programs did you have in mind? I wondered 
if you could elaborate on that ? ; 

Admiral Feit. Well, Mr. Wainwright, in my travels through these 
countries and talking with our authorities in these countries, it be- 
came clear to me that it was unclear in the minds of the people, the 
ambassadors and the military assistance groups, as to just what their 
objectives are. So I embarked on a program of setting down on a 
piece of paper my ideas as to what the missions of our military 
assistance programs, the roles and functions should be, what kind of 
forces we think we should have, the role that these forces should 
play in defense of their countries and what they could expect from 
the United States in support of them. 

I am almost finished with this exercise now and I have presented 
my ideas to the Joint Chiefs on this. This, I believe, was a very neces- 
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sary exercise to go through and if I may go off the record for a 
moment—— 

Chairman Morean. Off the record. 

(Discussion off the record.) 

Chairman Morean. Mr. Zablocki. 

[Security deletion. ] 

Mr. Zastocxt. Admiral, I hope you will pardon me for referring to 
Laos. It is not because I am opposed to any military assistance to 
Laos. I support it in principle and in fact, but being desirous that 
the mistakes of the past will not be repeated, I cannot help but ask 
this question: If we are paying for the cost of the maintenance of 
those troops and the French are training those troops, we have no 
MAAG in Laos, no military training personnel in Laos, the French 
have training personnel [security deletion ]. 

If that is correct, we have no military training program for the 
Laotian army. 

[Security deletion]. 

Mr. Zasioski. What will we end up with unless we have our own 
training program there? Why are we paying for this army and not 
having our own training program? How can we justify it? 

Admiral Fett. May I go off the record again ? 

Chairman Morean. Off the record. 

(Discussion off the record.) 

Mr. Suurr. Mr. Chairman, this is a situation, however, though 
where we still have the responsibility of keeping this territory on our 
side. [Security deletion]. But what we will do, we will still be 
validating this piece of real estate which is darned important to our 
overall strategy in this part of the world. 

Mr. Zastockt. I am sure you realize, Mr. Shuff, the task we will 
have on the floor of Congress to justify this program. The program 
for Laos may not be the biggest, but I will guarantee you you are 
going to have the most trouble with that portion of the program. 
That is why I am asking these questions. 

Mr. Suurr. I would say this, Mr. Zablocki, as Admiral Felt has 
already said earlier this morning, that if the plan that is underfoot 
even works half as well as we expect it to work, it will work 100 per- 
cent better than what we have had up to now. 

Mr. Zastocki. That won’t satisfy many Members of Congress. 

Mr. Jupp. I think this program is one of the easiest to justify. I 
will take on the defense of Laos. The operation was all bloody and 
sloppy but the patient is alive and that is all we are trying to do. 

Mr. Suurr. As Mr. Robertson said yesterday, in some respects this 
is probably one of the outstanding programs in this whole area. By 
virtue of the fact that everything that could possibly go wrong has 
gone wrong in this situation, and a few things that couldn’t possibly 
go wrong went wrong. 

Mr. Zasvocki. If it only could have gone right we could have 
discontinued the program tomorrow. 

Mr. Suurr. I don’t think anybody said we could discontinue the 
program tomorrow. 

Mr. Zastockt. The present opponents of the program will say that. 
If things have been such a success with everything going wrong, if 
you only made an effort to make things go right tomorrow we 
wouldn’t have to spend any more money. 














ra 





MUTUAL SECURITY ACT, 1959 1183 


Mr. Suourr. I don’t think that really follows, sir, because we are 
talking with an economy that isn’t viable and isn’t about to become 
viable in the immediate future. So that we are going to have to 
help these people for as long as we want to guarantee this piece of 
real estate. 

I just think, though, that with as many things as have gone wrong 
with this, and as the Admiral has indicated, we have a very specific 
plan to make some of the things that have gone wrong right, I think 
we can look forward to holding this up as a pretty good example of 
what can be done. 

Mr. Zasiockt. Some Members of the Congress may object that we 
are maintaining its military force but that we have no military or- 
ganization administering its policies. 

Mr. Suurr. Well, sir, that isn’t our choice. That isn’t our choice. 
We are trying to do the best we can with a bad situation. Our in- 
terpretation of the Geneva Accords has up to now prevented us from 
establishing a MAAG. We would have had a MAAG there long 
since if it had been possible. [Security deletion. ] 

Mr. Suurr. Now we are endeavoring to make improvements [Se- 
curity deletion] and I am firmly convinced that the improvements 
that the Admiral has talked about here this morning, and knowing 
some of the people who are going to do the work, you are going to 
see a lot of improvements and I would like very much, Mr. Zablocki, 
if you could go to Laos and see what we are talking about. 

After you get outside of town they don’t know the wheel has been 
invented. That is what it amounts to. 

Mr. Zastockt. We have been there. 

Mr. Furron. I think if we keep quiet nobody on the floor will know 
what Laos is or where it is. 

Mr. Zasiockt. You are overly optimistic. Some Members of Con- 
gress read. 

Mr. Jupp. But these things that you are talking about, they are the 
obstacles in the problem, just like the mountains in Laos are; you 
can’t move the mountains. You have to deal with the mountains. 
They are a problem to be solved just the same as the Laotian economy 
is a problem, and the International Control Commission and the 
sensitiveness of the French and all the rest. You simply can’t go 
out and say, “Here I am” and force them to give in over night. 

Mr. Zasiocki. But I am sure you will agree that the statement 
Mr. Shuff just made for the record is most helpful because he has 
told us exactly why we haven’t had a MAAG there, although we have 
been told before. It is in the record at this point and if there is 
some question we can point to the record and show exactly why— 
unless it is going to be stricken and I hope not. 

Mrs. Bouroy. I understand the gentleman is doing it for that 
purpose. 

r. Futton. The thing that shocked me about the program in Laos 
was not the failure of the program, but my good friend the doctor’s 
definition of a successful operation. 

Mr. Jupp. The patient lives. 

Chairman Morean. Mr. Carnahan. 

Mr. CarnaHaNn. I want to point out that I think we are labeling 
some of the things that happened in Laos as mistakes which were not 
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mistakes. It was just the best we could do with the situation that M 
existed. I don’t think we need to call all of them mistakes. Hon 
Mr. Suurr. Well, all right, Mr. Carnahan, I would be perfect] 


willing not to. I think they have been labeled as inefficiencies and Pr 
for one, am perfectly willing to agree that a lot of them have been [s 
inefficiencies. M 

Mr. CarnaHan. They are still inefficiencies that were difficult to of tl 
remedy. Are 


Mr. Jupp. Every time I do an autopsy I think—why didn’t I see 
that such and such symptoms mean the trouble was here instead of Ae 
over there? I made a mistake in judgment but it was the best judg- 
ment I could make with the information I had when the patient was M: 


still alive. Ihave better judgment after he is dead. of th 
Mr. Furron. You scare me. Let’s change the subject. I hope ; 
Dr. Morgan is not involved in this. sith 
Mr. Jupp. He knows what I am talking about. to b 
Chairman Morgan. Mr. Carnahan. futu: 
Mr. Carnanan. That is all. Ac 


Chairman Morean. Any more questions? 
Mr. Futron. I have a question on Tibet if that is not too far out 
of your field. their 
I have heard rumors that the reason Communist China really wants M 
Tibet is that they will then have in these remote and inaccessible} ofa, 
valleys up there launching pads for intermediate range guided mis § enti 
siles which in a 1,500-mile circle will give them a coverage, not only Ae 
for offense, but for defense in that whole middle Asian area. hear 
You tell us if that istrue. It seems in our papers that they are just} mari 
moving into there to take over more real estate and to oppress somefe yy, 
more people. But as a matter of fact it is this overall strategic] mori. 
center for guided missile ranges; I think we better be doing a little> 4, 
more talking about our sympathy for the Tibetans and seeing what the [ 
we can do to prevent such a catastrophe happening and a change off we p, 
military power in this area. that : 
Admiral Freir. Well, I too have been concerned about these rumors yy, 
and newspaper reports. I have not been able to uncover any intelli | mari; 
gence that verifies these reports. they : 
Mr. Jupp. Mr. Chairman, may I ask this question: What are your} yf, 
relations with the British and the New Zealanders and Australians} quest 
and their naval forces in that part of the world ? Mr 
Admiral Freur. Well, first of all we are all members of the SEATO f the o 
organization, as you know, Dr. Judd, and as such we are engagedf Mf, 
mutually in drawing up plans for the defense of southeast Asia. your 
Over and beyond that, I have very amicable relations with the} © yyy; 
British, Australians and New Zealanders to talk with them on a bi § are a 
lateral basis and exchange ideas concerning our defense problems. | of w} 
[Security deletion. ] Mr 
Mr. Jupp. Perhaps “relations” wasn’t quite the word. What if their 
your estimate of their attitude toward our position out there? Ar} My 
they in accord with what we are trying to do and the way we a} right 
trying to doit? Oris there some opposition [security deletion]. r 
Admiral Ferr. I think we can say that they are in accord with owf Mr 
arene They recognize that U.S. forces in the Pacific are the realf Ch: 
ackup strength to our position. (D 
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Mr. Jupp. And they understand this is [security deletion] giving 
Hong Kong at one end and Singapore and Australia and New Zealan 
at the other end real security, isn’t that true? 

Admiral Freir. That is true. 

[Security deletion. ] 

Mr. Zastockr. Admiral, one of the most effective military forces 
of the future will be submarines. You have no submarine program. 
Are you planning on using submarines and how effectively could sub- 
marines be incorporated for the defense and security of that area? 

Admiral Frur. In the Pacific fleet, as I recall the figure, there are 
[security deletion] U.S. submarines. 

Mr. Zasiocki. I mean submarines that would be part of the defense 
ofthe country itself. For example, Japan. 

Are there submarines planned for Japan or Korea, for that matter, 
or the Philippines, since it is commonly agreed the submarine is going 
to be one of the most effective means of military warfare in the 
future ? 

Admiral Frexr. Our objective in that area is to create in these small 
navies a capability to fight submarines. In other words, the anti- 
submarine-warfare part of it, to hunt down and kill submarines in 
their local waters. 

Mr. Zastocki. You don’t think more effort should be made for 
wee use of submarines in those countries? Do they have the po- 
tential ¢ 

Admiral Frit. When you say offensive use of submarines, do you 
mean against [security deletion | shipping or do you mean missile sub- 
marines ¢ 

Mr. Zastocki. Well, I suppose they would have to be missile sub- 
marines if you are speaking of the future. 

Admiral Fruit. There is a very expensive proposition and I think 
the United States should provide this rather than devote what moneys 
we have available to providing them to our Asian allies. The money 
that we have available can be spent to better purposes, I think. 

Mr. Zasiocxi. You wouldn’t agree with those who say that sub- 
marines are not today contemplated for our allies in the area because 
they are not surplus in our own account ? 

Mr. Suurr. Mr. Chairman, may I answer that? I can answer that 
question. They are not surplus in our own account. 

Mr. Zastocki. That is the very purpose of the question. Is that 
the only reason we are not—— 

Mr. Suorr. That is certainly not the only reason, but answering 
your question specifically, they are not surplus in our account. 

Mr. Zastocki. Mr. Shuff, there are many charges, as I am sure you 
are aware, that most of our military program to our allies is the result 
of what we don’t want. 

Mr. Jupp. Designed by the Pentagon as a means of getting rid of 
their obsolete stuff so it can get new stuff. 
sow Suurr. I would not say “yes” to that question. That isn’t 
nght. 

r. ZaBLocki. My question was sort of hidden in that. 

Mr. Suurr. May I go off the record, Mr. Chairman, for a second? 

Chairman Morean. Off the record. 

(Discussion off the record.) 
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Mr. Zastockti. It would be safe to assume that as soon as we have 
sufficient submarines we will be willing to get rid of our obsolete sub- 
marines to our allies and count them off 

Mr. Suurr. As you know, Mr. Zablocki, there are other forces in 
the world who do receive submarines under the military assistance 
program. I would think at the time when the requirement for sub- 
marines, if the submarines that are in our U.S. inventory become 
more plentiful and available for this purpose, I would think that the 
Joint Chiefs of Staff would then decide the places where they should 
be assigned to be most effective for total world security on a global 
basis. 


STATEMENT OF HON. JOHN N. IRWIN I, ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Irwin. May I add a comment on that? I think Mr. Zablocki 
raises a question involving grave policy decisions in the future. It 
is impossible to determine at any particular time in the near futu 
under any circumstances. As we foresee it, there is nothing plann 
of the nature that Mr. Zablocki’s question might imply; that before 
such a devision was taken there would be very grave policy matters to 
determine. These would be entirely irrelevant as to the number and 
types of submarines available. 

Admiral Frrr. [Security deletion]. This Japanese Navy will need 
some submarines to train their antisubmarine forces. Any anti- 
submarine force can’t be well trained unless it has a target. That 
target has to be a submarine. 

In my thinking I definitely see conventional type submarines in 
the Japanese Navy—small numbers. 

[ Security ewer ot 

Mr. Zasitocki. Admiral, you have in your presentation [securi 
deletion | the number of combatant ships in the U.S. forces. You don 
include the U.S.S.R. forces. You don’t include the U.S.S.R. subma- 
rines. Are — not a threat to Japan ? 

wy deletion. | 

dmiral Feur. They have a number of submarines in the Pacific. 

Mr. Zasuocgt. In the Pacific? 

Admiral Fexr. In the Pacific. 

Mr. Zasiocki. And the Chinese Communists have— 

[Security deletion. ] 

Admiral Feir. Yes, they also have submarines. 

Mr. Zasiocki. Therefore, submarines would be a necessary means 
of repelling an attack and we ought to equip our allies with subma- 
rines then to meet that threat. 

Admiral Fexr. In our own Navy there has been a readjustment of 
thinking since World War II, and I am sure you have been told this 
before. The primary mission of our submarines today is antisubma- 
rine warfare, which is a business of submarines searching out and 
fighting other submarines. 

Now, this is the primary job of the submarine force in the Pacific 
Fleet. They have other jobs too, of course. 

Then there are other ways of doing this antisubmarine warfare; 
surface ships, aircraft, so on and so forth. 
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But to get back to your main point, I don’t believe that most of these 
little navies can afford submarines. There is a tremendous amount of 
training that has to go into it. I can see it in the case of Japan, yes. 

Mr. ZaBLOCKI. And you can assure us that they cannot afford it even 
though we can afford it out of ry That is, they will not be in a 
position to take care of it even if they are surplus in our account. 

Admiral Freir. A submarine, after it reaches a certain age, is not 
very useful and as a matter of fact it is dangerous to the peeine who 
are operating it because of the depths that submarines have to go. 
This is the reason that Admiral Burke has to come to anerees and 
say, “I need a shipbuilding program to replace worncut and obsolete 


ships. 

T don't think we should think in terms of turning over surplus sub- 
marines. In the case of some of the NATO countries, we are over- 
hauling, modernizing submarines to turn over to them, that is true. 

Mr. Warnweicut. Mr. Zablocki, would you yield at that point? 

Mr. ZaBiocg!. Yes. 

Mr. Watnwricut. You use this figure [security deletion] here, 
for the Soviet combatant ships. We have heard and I have heard 
in my military briefings of a far larger Soviet figure given for 
Soviet submarines along this coastline here. I mean not in the Baltic 
or elsewhere, but located primarily in your area. 

This [security deletion], I gather, 1s all ships, all combatant ships, 
destroyers and so on, of the Soviet forces. 

How many submarines do the Soviets have? 

Admiral Frerr. As I said a moment ago, Mr. Wainwright [security 
deletion] this is the number in the Soviet Pacific fleet, in [security 
deletion | those in the Chinese Communist Pacific fleet. 

Mr. Warnwricut. The figure I heard most recently was [security 
deletion], Where are the balance of them hidden ? 

Admiral Fert. That is total. In their northern fleet, based in 
Murmansk, Archangel 

Mr. Wainwricnt. But those are available? 

Admiral Feur. Oh, no. One of the difficulties the Soviets operate 
under is the fact that their maritime frontiers are separated by great 
distances. One fleet is not easily utilized in support of another. 

You see, they have their northern fleet, their Baltic fleet, their 
Black Sea fleet and their Pacific fleet. 

Now, ships can be transferred, but it is a tremendous chore to 
transfer them. 

They have tried to transfer them across the northern route through 
the ice. Sometimes they are successful and sometimes they are not. 

Chairman Morean. Are these snorkel-type submarines? 

Admiral Feit. Yes. These are what you might call modern sub- 
marines. 

Mr. Jupp. Mr. Chairman, one further question: The longer we 
stay here the more I think of. I intended to ask this earlier. Why 
is there difficulty in getting more patrol vessels for these countries 
for which you said there is a real need? Aren’t they in surplus? 

Admiral Frir. Yes. One of the difficulties is the difficulty Admiral 
Burke has getting a ship loan bill through Congress. 

Mr. Jupp. We passed one this last year. 

Admiral Fetr. Yes, there was one passed this last year. 
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Mr. Jupp. Well, I think all they have to do is bring one up. If you 
presented the kind of case to the military committee that you did 
here this morning to us, I don’t foresee any difficulty getting it 
through the House of Representatives. We have them in surplus and 
it is just too bad to have an outfit out there missing an essential 
element of its adequate defense. 

Admiral Fer. I am glad to hear you say that, Dr. Judd, because I 
feel very strongly on this and I can speak for the Navy, although 
I am a unified commander now, in that I was vice chief these past 
2 years, and the Navy feels quite strongly that the United States 
can get more mileage, more dividends out of a lot of its ships that 
are wrapped up in mothballs if they are loaned to some of these allied 
friends of ours. 

Mr. Jupp. And in time of crisis they would be in better condi- 
tion to be reclaimed and used by us. 

Admiral Fer. They would be ready. 

Mr. Fuuron. Would you yield on that point ? 

When we can lend dollars under our U.S. foreign aid program, the 
mutual security program, and when we can give ships and military 
hardware, why would it not be possible under this same program 
to lend ships? 

Admiral Freur. Well, we do have a program now. I would ho 
that we would be—more people would be more inclined to do this, 

Chairman Morean. Thank you, Admiral. 

The committee stands adjourned until 2: 30. 

(Whereupon, at 1:10 p.m., the committee adjourned, to reconvene 
at 2:30 p.m., the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p.m., Hon. Thomas E. Morgan, 
chairman, presiding. ) 

Chairman Morgan. The committee will come to order. 

We meet this afternoon to continue our hearings on the Mutual 
Security Act extension for 1960. 

Our witness is the Honorable William E. Warne, former economic 
coordinator for Korea. 

You have a statement, Mr. Warne, and you may proceed, sir. 


STATEMENT OF WILLIAM E. WARNE, FORMER ECONOMIC COORDI- 
NATOR FOR KOREA, INTERNATIONAL COOPERATION ADMINIS 
TRATION 


Mr. Warne. Thank you, Mr. Chairman and members of the com- 
mittee. 

My name is William E. Warne, W-a-r-n-e. I was, until April 1, 
1959, economic coordinator for Korea. Although I resigned to be- 
come director of the State of California Department of Fish and Game 
3 weeks ago, I am appearing here at the request of ICA and on 3-day 
loan by Gov. Edmund G. (Pat) Brown. 

I was economic coordinator for Korea for 83 months, was director 
of the U.S. operations mission in Brazil for a year before going to 
Korea in July 1956, and was chief of the aid mission to Iran before 
going to Brazil. 
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I was in Iran during turbulent and critical days between November 
1951 and March 1955. I served 714 years overseas for ICA and its 

redecessor agencies. I left the position of Assistant Secretary of 
Sueriee to go to Iran and I had been with that Department 16 years, 
though only 414 of them as Assistant Secretary. In all, I was with 
the Federal Government for 23 years and 10 months before returning 
to my home State. All of this time was spent in some phase or an- 
other of resource conservation and use and economic development. 

I have come here today from Sacramento not as a representative 
of the State nor as a private citizen, but to perform a kind of final 
service for the International Cooperation Administration, which has 
asked me to describe to you the Korea program and to testify concern- 
ing it. I am pleased to have this opportunity because I was gratified 
with the program in Korea. The Korea program has succeeded. With 
the sadiible exception of my assignment in Iran, nothing I have ever 
done has given me more personal satisfaction than the work in Korea. 

The United States has an ally in Korea, whose strength is growing 
as she recovers from a cruel and devastating war. Korea is a friend 
whose intentions are not marred by any reservations and who will 
remain firm. 

HISTORY OF THE KOREA PROGRAM 


After the liberation of Korea at the end of World War II, the 
United States through military government established order south 
of the 38th parallel. The Republic of Korea came into existence 
through election on August 15, 1948. The Economic Cooperation 
Administration extended assistance to Korea, but all progress toward 
orderly economic advance with the help of ECA was completely 
wiped out in the war that followed the invasion by the Communists 
from North Korea on June 25, 1950. 

Before hostilities ceased 3 years later, devastation occurred which 
qualified observers have said was more nearly complete than in any 
other modern war. Estimates place the destruction in this conflict 
in South Korea at $3 billion, and this was a small agricultural coun- 
try. Such industry as there had been, all bridges, most schools and 
about half of all homes were destroyed. 

Seoul and other cities were almost leveled. Korea has had to re- 
build from the ground up since the armistice in 1953. It is during 
this period that the U.S. aid program conducted by the Office of the 
Economic Coordinator has been carried out. It is this program which 
I will describe. 

By agreement between the Unified Command and the Republic of 
Korea while the hostilities were in progress in 1952, the Combined 
Economic Board was established to coordinate economic assistance 
and development programs. Members of this Board were to be the 
United Nations Command Economic Coordinator and the Economic 
Coordinator for the Republic of Korea. By Presidential Executive 
order in August of 1953, the United Nations Command Economic 
Coordinator was made the representative of the Commander in Chief 
and his principal economic adviser. The Economic Coordinator was 
to be appointed by ICA, then Foreign Operations Administration, af- 
ter consultation with the CINCUNC. 
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The Office of the Economic Coordinator, in November 1955, ab- 
sorbed the program and personnel of the Korean Civilian Assistance 
Command, call anteh later the field program of the United Na- 
tions Korean Reconstruction Agency. The first allotment of funds by 
ICA, then FOA, was made from fiscal year 1954 appropriations. 

Since fiscal year 1954 and through fiscal year 1959 a total of 
$1,648,969,000 in U.S. aid has been moved through this program, ex- 
cept for unexpended balances. On June 30, 1959, of that total, $217,- 
900,000 is expected to be unexpended. 

The purposes of this program have been to assist the Republic of 
Korea maintain a position of independence among the free nations of 
the world, to help her maintain her military forces, which are large, 
well trained and effective, to institute programs to aid her to carry 
inceasing shares of the costs of her own defense, to restore the prewar 
levels of living, and to restore and develop her economy, all without 
destructive inflation. 

In addition to the war’s destruction itself and the general inexperi- 
ence of a people that had been held in oppressive colonialism by 
Japan for a generation, another complicating factor was that about 4 
million refugees from North Korea remained south of the demili- 
tarized zone established by the armistice in 1953, sharply increasing 
the already high pressure of population on the limited resources avail- 
able. The Republic of Korea now has nearly 23 million people. 

From liberation through the Communist war and until February 
1957, riotous inflation had wiped out many gains. Prices shot u 
until a sack of cement that at the outset sold for 1 hwan was sell- 
ing for 1,450 hwan and the currency meantime had been converted 
several times in ways that multiplied this difference by scores of times. 
Even after the Communist war prices advanced 55.8 percent in 1954, 
42.8 percent in 1955 and nearly as much in 1956, so that by 1957 the 
need for stability was great. 

Determined efforts to stabilize were begun with the exchange rate 
agreement of August 1955, and as a result of a stabilization agreement 
reached in the CEB early in 1957 and twice since then extended, a 
high degree of price stability has been achieved. The Seoul whole- 
sale price index, though fluctuating some from time to time, has since 
then remained steady. 

Achievement of price stability was the greatest success of the pro- 
gram, and it has been accompanied by a restoration of confidence. 
Our commodity assistance was required, but a great many activities 
and projects were most carefully coordinated to achieve stability. 
The success of the fertilizer and other agricultural programs was in- 
fluential through bringing two very good rice crops in succession in 
1957 and 1958. The success of the industrial programs in adding 
about 40 percent during the 2 years to industrial production was 
helpful. : 

Growing experience and increasing effectiveness of the Korean 
Government and agencies helped very materially by technical and 
other assistance through such OEC activities as transportation, pub- 
lic administration and community development, played a strong role. 
The management of the so-called salables import program to provide 
better spacing of arrivals and to give better balance in the market 
places was important. 
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Improved credit facilities brought about by our aid, and many, 
many other influences were brought to bear. The strong determina- 
tion of President Syngman Rhee and his ministers to succeed in the 
program of stabilization was an essential element. 

The success of the stabilization program itself has made the greatest 
change in attitudes and outlooks in Korea. Earlier, a jittery, grab- 
quick-for-it-may-not-last attitude made 6 months a long time in office 
for most public officials, sent speculative interest rates to above 10 
percent a month, and caused women to keep in the corner of the room 
bundles of essential and prized possessions ready for flight any day. 

Minister Song In Sang of Finance, the ROK Economic Coordina- 
tor, summed it up at the 148th meeting of the CEB on March 25, 
1959, the last that I attended. He was being nice to me for I was 
departing and we were great friends. I respected him and he is 
honest in all his reactions, even at such times. Minister Song said: 

Many major issues on which my government has depended have been taken 
by the CEB and hundreds of minor actions, likewise, have been fitted into the 
effort that has restored my country and placed it in a higher position than it 
ever before held in the free world. No single action ever taken by the CEB is 
as important as the approval of the stabilization program, now in its third year. 
The stabilization program, wisely guiding the financial and fiscal policy of our 
government, has been significant in the development of Korea’s economy. While 
I am proud that Korea stands with the very few nations of the world that have 
avoided inflation, I am happier about other, more human evidences, of the 
effectiveness of the stabilization program. 

Everywhere one can see what stabilization means to Korea. There is a new 
radiance in the faces of Korean people; in the fat, warm babies; in the faces of 
the school children, now decently clothed and seriously working over their 
studies undisturbed by empty stomachs. One can see the stabilization program 
in many ways—in the spirit of Korea’s music and art; in the untiring effort 
of the farmers serenely working their fields; you feel it in the air, like spring. 

The stabilization program is the result of consultation and recommendation. 
It is the result of discussion, compromise and mutual determination as ne 
gotiated within the organization of the CEB. This has great meaning to 


us ** * 

The United States aid program has generated counterpart sufli- 
cient to bear one-third of the local currency cost of the Korean Army 
and most of the local currency costs of Korea’s economic development 
programs. The dollars have been used about two-thirds to pay for 
goods imported, including cereals and fertilizer as well as raw ma- 
terials for the fledgling factories, all of which are sold to generate 
counterpart, and one-third for equipment and supplies imported and 
placed in investment and other projects. There have been about 350 
projects, of which approximately 100 have been completed and are 
In operation. 

Sometime in 1957, the program passed from the rehabilitation 
stage to the era of development. Except for houses and bridges, 
prewar facilities have been restored. The railroad now not onl 
can but does haul more passengers and freight than ever before. It 
operates on schedule ad) is now meeting costs of operating supplies 
from its own budgeted earnings. 

_ Communications systems have been fully restored and some facil- 
ities expanded. More children are in school at all levels than ever 
before. There is an absolutely explosive interest in education. 
School facilities are inadequate by comparison with the demand, but 
many thousands of classrooms have been built. Using 1955 as 100, 
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the Korean industrial output advanced from 84 in 1954 to 164 in 
1958. 

Despite a marked increase in population, the per capita gross na- 
tional product advanced from a hwan equivalent of $129 in 1955 to 
$150 in 1958. 

Despite a progressive reduction in total aid, Korea’s balance of 
a deficit was reduced last year, though it is still much too 

igh. 

Tedidétnes other than economic ones include: Korea has maintained, 
trained and ready, a large and efficient army. Korea has been in- 
ternally stable, and in 1958 conducted a relatively orderly election 
of the National Assembly. Epidemics once expected several times a 
year to sweep the country, have not occurred for several years. There 
was no “month of starvation” in 1958 and there will be none in 1959, 
though historically Korea has had shortages in late spring that gave 
May that name. The Government’s efficiency greatly increased. 
Tax and customs collections are up. Many internal reforms have 
been effected. 

Korea must have our continuing help, because her commitments 
are outsize. We sometimes think our burdens are great, and certainly 
they are not inconsiderable, and our responsibilities are extremely 
large in the world. For her size and stage of development, Korea 
carries her share and more. So far as Korea is concerned, this is a 
mutual and cooperative program. 

Several years ago, when I first went to Korea, I instituted a detailed 
review of the program and every one of the projects. After several 
months, a routine was established and a program review committee 
set up to conduct a complete, thorough review and appraisal, ferret 
out problems and recommend solutions. The Deputy Economic 
Coordinator, Mr. Stellan C. Wollmar, recently promoted to Director 
of the Afghanistan USOM, was made chairman. Methodically, this 
committee went over each project with a fine-toothed comb. It took 
more than 6 months, meeting 3 hours twice a week. The responsible 
technicians and project supervisors prepared summaries in advance. 
The vast majority of projects were found sound. 

Some patterns of projects developed as a result of the review. For 
example, in the private enterprise industrial projects, under which 
the OEC program provided the dollars needed to import machinery 
to establish manufacturing plants of various kinds, it became obvious 
that many of the struggling entrepreneurs needed help to get their 
projects into production. As a result, we set up a counterpart loan 
fund to provide initial operational funds in modest and limited 
amounts to help get the initial inventory and to make a start. An- 
other pattern of difficulty was disclosed in that a segment of the in- 
dustrial projects was demonstrated to be in need of specialized tech- 
nical assistance to help with such problems as plant layout, setting 
up cost accounting systems to provide pricing data, and processing 
techniques. As a result of this, we cooperatively with the Korean 
Government set up a separate project known as the industrial devel- 
opment center through which such specialized technical assistance 
“en be provided to plant owners who need a brief period of expert 

elp. 
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Some 16 private enterprise projects in the industrial field were 
sick. A few of these were lopped off. A few underwent change in 
ownership. Several were reorganized and recapitalized. 

The review included other projects in other fields. Problems in 
the power project area centered about the delays in procurement of 
equipment. Special steps were taken to speed this. Lack of sufficient 
engineering help was already known, but emphasis was given to the 
need for technical consultants and studies, now being supplied by 
the Smith, Hinchman & Grylls Associates, Inc., contract. 

Passing from individual project review, the committee then took 
up review and appraisal in advance of proposals for the fiscal years 
1959 and 1960. This effort has been underpinned by a regularized, 
specific review and summation in fiscal year 1959 of each project pro- 
posal, treating with its engineering and economic feasibility under 
section 517 of the Mutual Security Act of 1958. This exercise results 
in a finding that is reviewed by staff members, including the Chair- 
man of the Program Review Committee, and must be approved by 
the Economic astinaien before the project is submitted to the 
CEB for authorization of signature on the project agreement. 

As a former U.S. Bureau of Reclamation employee and as an ex- 
perienced field executive in ICA, I heartily approve of making such 
plans, studies, and findings in advance of competing a commitment 
to a project, and section 517 has been complied with in Korea. I 
think this committee agrees with me that in situations of great emer- 
gencies, however, time may not be available to do the indicated ad- 
vance planning. 

Pipeline is an old “Jonah” to all of us fieldmen. It seems that we 
wait almost forever to get the money and then no sooner is it in hand 
than we are berated for not having it all spent. I know the view is 
different from some other points of vantage. Twelve months is 
simply not long enough to spend our annual appropriation. In eight 
cycles in the field, there were delays well ose July 1 in the appro- 
priations by the Congress. I cannot recall allotments being made for 
anything but emergency cases in the first quarter, and some impor- 
tant allotments have been made in the fourth quarter. It would seem, 
at least on project funds, that the pipeline must perforce always be 
equal to at least 2 years’ allotment of funds. In Korea, by dint of 
the hardest kind of effort, we reduced the nonproject pipeline well 
below a year’s requirement. This pipeline is really dangerously low 
at times when one considers the unavoidable requirement to schedule 
a continuous flow of imports into Korea or to risk disruptive short- 
ages and possible breaching of the stabilization program. The proj- 
ect pipeline has been materially reduced, but is still relatively large. 
It will take vigilance and care to reduce it much more. 

Continuing programs require continuous financing. If a year is 
skipped in financing, which God forbid, a year will be skipped in 
programing and a little later a year will appear without any program 
activities. The only answer I can see to the problem is constant, con- 
tinuous, hard, diligent work to execute approved programs, and 
nothing else should be tolerated. 

_It has been a pleasure to appear here. I thank you for your atten- 
tion and I shall try to answer any questions. 
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Chairman Morean. I see my good friend, Congressman Miller of 
California, has put in the Record on April 7 some very favorable com- 
ments about your work in Korea. 

Mr. Warne. Thank you, Mr. Chairman. I appreciate the fact that 
this didoccur. That is wonderful. 

Chairman Morcan. I have a comment here from an editorial which 
appeared in a Korean paper: 

He is one of the most unforgettable foreigners to come to Korea and will be 
long remembered as a devoted friend. 

Mr. Warne. As I said, I had a very stimulating and satisfying ex- 
perience out there. I believe I arrived at a point where I understood 
the Korean people, and what they said about me I reciprocated in a 
friendship that I know will endure. 

Chairman Morean. Who has replaced you there? 

Mr. Warne. Dr. Lowell J. Chawner is the present acting director. 
He was my deputy during the last part of my tour out there and for 
3 penta, beginning 1955, ss was the principal economic adviser on 
our staff. 

Chairman Morcan. Mr. Warne, as you know, last October this com- 
mittee set up a Mutual Security Review Subcommittee. We had hear- 
ings in December and we issued an interim report in the early part 
of February. We had two auditors out in Korea. Were they there 
when you were there? 

Mr. Warne. They arrived actually about 2 weeks before I left and 
I believe they left at approximately the same time I did. 

I didn’t get a chance to go over very much with them, what their 
tentative findings were while there. I did meet with them and ar- 
ranged for a series of staff conferences and meetings for them when 
they first arrived. I saw them around the clock, but I didn’t get a 
chance to go over their report. 

Chairman Morcan. I have some questions here I thought maybe 
ee could clarify. On the straw-pulp plant, are you familiar with 
that ¢ 

Mr. Warne. Somewhat. 

Chairman Morean. The GAO auditors who went to Korea report 
that $1,121,000 of 1956 funds were obligated for this plant, together 
with $1,100,000 of 1957 funds. 

So far only $150,000 has been subobligated. Could you give us a 
reason for the delay ? 

Mr. Wayne. Yes; there are certain projects which are very difficult 
and very complex. Sometimes, after the project has been adopted 
questions are raised as to the validity of the processes that are pro- 
posed and that kind of thing. 

In the case of the straw-pulp plant, that was the case. It necessi- 
tated a pretty thorough engineering review much beyond what we 
had anticipated. 

I wasn’t there when the first allotment was made to this project. 
We didn’t have the Smith, Hinchman & Grylls Associates, Inc., con- 
tract until the spring of 1957 and we didn’t have an effective group 
of engineers in the field under it until September of 1957. 

One of the first task orders we gave these engineers was a review 
of the straw-pulp plant and I believe the subobligatioti that is indi- 
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cated here actually refers to the engineering surveys and studies 
that were made. 

Now, that report of their engineering studies has just come in, 
and I believe the project will now go forward. They found that 
the project was feasible. Their work was of material benefit since 
it confirms some of the processes and clarifies some of the design prob- 
lems in connection with the project itself. 

Now, I think this project will go forward expeditiously from this 
time. 

Chairman Morgan. Now, Mr. Warne, was there any conflict of 
views between the Tudor Engineering Co. and Smith, Hinchman & 
Grylls, as you know ? 

Mr. Warne. Not that I know. 

The Tudor is an adviser here in Washington to the Washington 
office of ICA. Matters are referred to the Tudor Engineering Co. 
by the staff here in Washington. However, we in the field never re- 
ferred to the Tudor and so far as we are concerned, the S.H. & G. 
group are our engineering advisers. 

Chairman Morean. You follow their advice in the field? 

Mr. Warne. I think we are privileged to do that. 

Chairman Morgan. The report on the rehabilitation and expansion 
of the transmission system indicates that the utility companies are 
so short of cash they cannot pay their coal bills and are not certain 
they will be able to pay the necessary 30 percent down payment plus 
taxes in local currency when the equipment is delivered. 

Would you comment on this? 

Mr. Warne. The utilities companies are three. Two are produc- 
tion companies and one a distribution company. 

They are private corporations, but the government owns most of 
the stock at the present time. There hasn’t been enough capital 
formation in Korea yet so that an operation of this magnitude could 
be passed wholly into private ownership. 

he utility companies have some difficulty in collecting for some 
of the services that they render. They are short of cash from time 
to time, without any question, but I don’t think there can be any ques- 
tion that they can meet the cash deposits, the hwan deposits that are 
nogeeree on the transmission rehabilitation project. 

don’t believe that has been the thing that has delayed action on 
the rehabilitation of the transmission lines. 

You should keep in mind that these projects were terribly damaged 
during the war. There are machine gun nicks in all the transmission 
lines and you have an inordinate number of breaks and that kind of 
ane program to rehabilitate them has necessarily been a long 

i 


and difficult one. 
Furthermore, they help supply energy for a system which has 
been extremely deficient in meeting requirements. at is, the avail- 


able power supply has been consistently overrun by requirements, 
and this is likely to continue into the future. 

We have put a fairly heavy emphasis in our programing on the 
provision of electric power, because it is an essential element in any 
economic revival and development program. We have had extreme 
difficulties in getting power projects completed. Usually, however, 
the difficulties fave surrounded the matter of getting the procurement 
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done. More recently, with additional engineering help, this is being 
speeded up. 

I don’t recall an instance where the companies have been inhibited 
by want of cash to put up the necessary initial deposit of counterpart. 
There could have been such instances and they could have been short 
of funds from time to time. 

Chairman Morcan. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Warne, this is a case where one of the bureaucrats some people 
have been shooting at is leaving the Federal Government service to 
the regret of a good many of us. I don’t know whether you ever saw 
it, but I once rose to your defense—if that is the way to describe it— 
when somebody was talking about your famous dam that was sup- 
posedly built in a dry creek. They criticized that item in the pro- 
gram and I said I was mighty glad that at that time we had in fre 
a man who might be called a plunger because if he hadn’t been 
willing to pour in money to keep the Iran economy going, even if it 
was to construct a dam where eventually there didn’t turn out to be 
enough water to keep a powerplant going, it still was an essential 
operation and a successful operation because it kept the country alive 
and free. 

Mr. Warne. Congressman Judd, I appreciate what you say, but 
I would just like to say that that dam which became so famous, 
where it was alleged I was trying to cram it down some unsuspecting 
Iranian throat, has actually been placed under construction by the 
Iranians with their own funds. They started pouring concrete in 
the main section of the dam last November and so far as I know our 
mission out there is not putting any capital into the dam. 

I really believe someone had some misinformation on that particu- 
lar project. I have no apologies to make for our program in Iran. 
At the time I was out there it was nip and tuck and touch and go, and 
we had a pretty difficult assignment. That is one of the reasons why 
I suggested here there will be times when the emergencies are so great 
that you simply cannot take time to do some of the things that you 
in other situations would like to do with regard to advance prepara- 
tions on a program. 

Mr. Jupp. In connection with that, I would like to ask for a little 
amplification of your statement on page 9: 

The project pipeline has been materially reduced, but is still relatively large. 
It will take vigilance and care to reduce it much more. 

Above that you have said we must have a pipeline that is equal to 
at least 2 years allotment of funds. How long is the pipeline now? 

Mr. Warne. The pipeline on projects over there at the present time 
is between 2 and 3 years allotment of funds to project areas. This 
will be drawn down quite materially this year and a part of the reason 
i that is that we put less money into projects recently than we did 

ore. 

It is just impossible to carry out a project in the same way you 
would conduct a salable program. The Congress is quite anxious to 
have us make sure we don’t waste the money in building poor projects 
and, regardless of all of the advance planning that is done there is 
usually some detailed engineering or other technical plans that have 
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to be completed after the funds become available and before the 
procurement process can be started. 

You don’t really eliminate your pipeline as the Congress has begun 
to describe pipeline, until you actually spend the funds. Sometimes 
that lags behind your procurement process quite a long way. 

In the old days when I was in the Interior Department and we were 
trying to justify reclamation projects, they called pipeline the dif- 
ference between the appropriations and uligations: 

Now you call it the difference between appropriations and expendi- 
tures. 

Well, for a complicated project that requires the manufacture per- 
haps of equipment in Europe or the United States, for shipment half- 
way around the word to a place like Korea, I don’t think that it is 
unfair to allow the field 2 to 3 years of pipeline money. 

I don’t think you are going to get many projects if you cut it much 
below that. 

Mr. Jupp. On page 3 you say that on June 30, 1959, of the total of 
$1.6 billion in the total U.S. aid, $217,900,000 is expected to be unex- 
pended. But that is all firmly committed already, is it not? 

Mr. Warne. Yes, sir. There will be no unobligated funds carried 
over June 30. 

Mr. Jupp. That is in a sense the size of the pipeline. 

Mr. Warne. That is the size of the pipeline, as estimated on that 
date. 

Mr. Jupp. And you don’t think it can be put too much below that? 

Mr. Warne. No, sir. That is coming pretty close. I think it is 
dangerous to let the nonproject pipeline get as low as we have had 
it at times. 

Mr. Jupp. You are here to tell us how things operate, the process as 
well as the projects, in one country. On page 9 you say, “In eight 
cycles in the field there were delays well beyond July 1.” What do 
you mean by eight cycles? 

Mr. Warne. In eight of these programing cycles where I have had 
experience, I don’t recall a single time when we were enabled to start 
our field programing operation on time. 

Mr. Jupp. On page 6 you speak about the railroad. Your report 
there is extraordinarily encouraging compared to what it seemed to 
us it might be on a couple of visits out there. You say the railroad 
is now meeting its costs of operating supplies from its own budget 
earnings. What do you mean, operating supplies? Do you mean 
supplies, labor or the total cost of operations ? 

fr. Warne. I mean the total cost—it is not quite fair to say the 
total cost of operations either. 

I mean the necessary coal and oil and maintenance equipment. 
They have to get brass over there to make the brake shoes and that 
kind of thing. All of these supplies, which at the outset of our 
operation in 1953 were wholly borne by the aid program, are now 
being paid for by the railroad out of its own revenues. 

The cost of maintenance of their equipment is being paid for out 
of their own revenues. The cost of all personnel and operating mat- 
ters of that sort are being paid for by the railroad out of its own 
revenues. 

38361—59—pt. 58 
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Certain costs that might be called operational such as the purchase 
of safety equipment are still handled as a part of the project, but 
these are brought down to very low levels in comparison with any 
previous experience. 

Mr. Jupp. How was this accomplished, by somebody having the 
political courage to raise the rates which they were not willing to 
do when we were out there in 1955? Or by reduced costs and greater 
efficiency? Or greater traffic, plus more business? 

Mr. Warne. A little bit of all of these. 

In the first place, I think our transportation advisory group out 
there has been very influential in this. They have worked intimately 
with the railroad people and the efficiency of the road has been greatly 
increased. As a matter of fact, it is almost phenomenal. They take 
pride in meeting their schedules and they do meet them. 

Also we have put capital into the road in the form of new diesel 
engines that have made it possible to move freight more expeditiously. 
We have made a few extensions, though not very many. There has 
been a considerable increase in freight and passenger traffic, as the 
road has become more efficient. There has been a reduction in the 
military traffic over the line, though that is still a major element. 

But probably most important was an increase of 98 percent, almost 
a doubling, in the rates of the railroad and this was done as a result of 
an action by the National Assembly upon recommendation of the 
Government, with some hinting by us as to its importance more than 
18 months ago. 

We think the rates probably will need readjustment later; certainly 
they will as time runs on. At the present time they are meeting most 
of their operating costs with the traffic that has been generated there. 

Mr. Jupp. Well, in effect, then their National Assembly is doing 
better in maintaining a Government-operated business than our Con- 
gress is with the Post Office. I mean it is willing to raise the rates 
enough to pay the operating expenses and we haven’t got the political 
nerve to do that with the Post Office. So I commend the Koreans and 
your nudging. 

Mr. Warne. Further deponent-saith not. 

Chairman Morgan. Mr. Carnahan. 

Mr. CarnaHAN. When did you leave Iran? 

Mr. Warne. [ left Iran on March 10, 1955. 

Mr. CarNauan. Iam glad tosee that you say: 

With the possible exception of my assignment to Iran, nothing I have ever done 
has given me more personal satisfaction than the work in Korea. 

I had occasion to attempt to defend the aid in Iran back at a time 
when it wasn’t too popular to attempt to defend the work going on out 
there. 

Would you care to comment briefly on what you think the situation 
in Iran is at the present time ? 

Mr. Warne. Well, I haven’t been in Iran in the last 4 years. Of 
course, I have many friends out there including a good many men 
who are still highly placed in the government and I get information 
eae and others in informal ways. I read such reports as are 
issued. 

The situation there at the present time, according to my under- 
standing, is that it is an orderly country. They have resumed in an 
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orderly way the production of petroleum. They have expanded the 
production, they have explored new fields, In other words, they are 
utilizing their resources and also are utilizing the revenues that the 
Nation gets from those resources in constructive work. The plant 
organization work has gone forward. They are certainly building that 
dam that I mentioned a moment ago, out of those oil revenues and 
other works of that sort. 

When I was out there none of these things could be said. The coun- 
try was in aturmoil. We didn’t know whether it would survive. The 
oil fields were all closed. The country was bankrupt. 

Mr. Carnanuan. And, of course, without our aid the country would 
not have survived. 

Mr. Warne. That is my opinion. 

Mr. Carnauan. In your work in Korea you say the country is grow- 
ing in strength. You mean by that, I presume, economic strength as 
well as military strength ? 

Mr. Warne. Yes. I mean that the mental attitude of the Korean 
people is better, they are increasingly confident and unafraid. Their 
economy is working. Their military forces are good, with high mo- 
rale, they are well trained. The country needs our aid and I don’t 
think that the situation I had described as prevailing at the present 
time would prevail without our assistance, but nevertheless basically 
the strength is there and is observable. Stability is much more marked 
in every line. 

Mr. Carnauan. Are they still having people coming in from North 
Korea, into South Korea ? 

[Security deletion. ] 

Mr. Carnauan. That is all, Mr. Chairman. 

Chairman Morgan. Mr. Adair. 

Mr. Apvarr. Mr. Warne, a year or two ago when we were talking 
about these diesel locomotives for the first time there was discussion 
at that time about using them to save imports of coal, and so forth, 
and it was pointed out then that it was hoped, however, the mining 
operations in Korea would be improved to the extent where there 
would be enough coal. 

Two or three questions about that: Is that oil — imported from 
this country, and while you are talking about it would you then give 
us a little statement on the coal mining situation ? 

Mr. Warne. Yes, I would be pleased to. I am not sure whether 
the oil comes from U.S. production or not, but it comes out of world 
supplies. It is a diesel fuel that is imported. 

Mr. Aparr. There is no oil produced in Korea yet, is there? 

Mr. Warne. No. We have not found any trace of oil in Korea. 
People have learned not to say that there isn’t any, but we don’t know 
about it yet if there isany. And the only coal they have is an anthra- 
cite which burns with a very high ash and is difficult to mine and to 
keep clean. That is, the surrounding rock tends to shatter and you 
have quite a problem with it. It cannot be used on the railroad except 
atin besqusttings and the briquetting is not sufficiently efficient for the 


main prime movers on the railroad. It is used in switch engines and 
that kind of equipment. 

Earlier, coal was imported to Korea to operate the locomotives. 
The diesel engines have eliminated the need for this and have cut 
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down the need for imports of fuel for the railroad to about a fourth 
of the previous cost, also, they have enabled an increase in the effi- 
ciency of the operation through carrying heavier trains. Our people 
think that the diesel engines are paying for themselves in about 2 years 
in actual savin r unit on the fiat. 

Mr. Aparr. We 1, that answers that question. 

Mr. Warne. Now, you wanted to know about coal production. 
Coal production has been increased very materially. It is up over 
100 percent what it was 3 years ago, or 4 years ago. It is now at the 
highest level it has ever been in Korea. This coal is a mighty impor- 
tant factor in the Korean economy. They are doing a great deal more 
heating with coal than they used to. The briquets, while they may 
not be good for the railroad, are very good for house heating. 

Mr. Avarr. Are they using any on railroads now ? 

Mr. Warne. They use some briquets for switch engines and that 
kind of thing—in the smaller locomotives, but not on the big main 
line engines, I believe. 

One of our big problems in Korea and one of the things Korea has 
been criticized for through the years has been the fact that the people 
clean the hills of all vegetation or have a tendency to do that, and 
near the larger villages they are pretty well cleaned. The increase in 
the production of coal has enabled the briquets to be used in the heat- 
ing of houses and homes. They have virtually replaced the use of 
firewood in the city of Seoul and a much greater use has been made 
of them in other cities that can be reached by the railroad. We believe 
in time they will help us correct the whole problem of overuse of the 
forested areas. Korea has a lot of up-ended landscape as of now and 
those steep slopes will not withstand clean cutting. 

Mr. Aparr. Thank you. That does answer my questions on that 

oint. 
. Now, turning to the use of nonproject funds. There are scheduled 
for this coming year [security deletion ] I believe, of those. 

Mr. Warne. Yes. 

Mr. Aparr. Specifically, how is that handled? Would you describe 
briefly the process. That is, dollars are spent in this country and then 
would you go through the procedure very briefly for us? 

Mr. Warne. Yes; I would be pleased to. 

In the first place, we have a certain allotment of funds. A deter- 
mination is made—all of these determinations, so far as we are con- 
cerned in the field, are made in collaboration with the Koreans through 
the Combined Economic Board and its various subcommittees. I sa 
so far as we are concerned, because obviously we have to deal wit 
sums that you determine should be made available and that are allotted 
to us by the office in Washington, in the first instance. 

A program is made up of essential commodities that are expected 
to be needed for that 12-month period, to be financed by these dollars. 
Let’s say the sum is [security deletion]. Normally, that would be 
broken down into three segments. Maybe four. The first one would 
be about $100 million, which we would program for basic imports, 
through the combined economic board. 

Then we would submit our purchase authority requests to Wash- 
ington, which would specifically approve them. Maybe that includes, 
say, $20 million worth of fertilizer. 
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Mr. Apar. Is that virtually all spent in this country, Mr. Warne? 

Mr. Warne. I will describe the process a little later. 

Mr. Apatr. Excuse me. Proceed. 

Mr. Warne. To answer your question, about 60 percent of all of 
it, that is, of all the nonproject money is spent in this country. The 
rest of it is widely distributed around the free world. But let us say 
that $20 million of this first allotment is determined to be required 
for fertilizer in order to prepare for the spring rice planting which 
will come along in 5 or 6 months—from the time the determination 
is made. 

Let us decide now that 60 or 70 percent of that will be imported 
by the ministry of agriculture and that 30 percent of it will be im- 
ported by commercial importers. . 

These moneys are made available to the Bank of Korea which will 
offer the dollars for bidding. People who have fertilizer supplies on 
hand or have prospects of providing them at the time indicated to 
be required for delivery in the advertisement will bid for these dol- 
lars—will offer their fertilizer at a price. This offer will have to 
match the requirements of our specifications. So much of it nitrogen- 
ous, so much will be phosphate and so forth. Different traders will 
offer different kinds of fertilizers, on different phases of the bid. 

Now, let us say that the successful bidder on one type comes from 
Japan. He is given the purchase authority. An actual letter of 
credit is established in his name by the Bank of Korea, in a New 
York bank, or San Francisco bank—in an American bank. And 
when the fertilizer is actually inspected at the port and shipped and 
title to it passes to the Korean involved, he gets his money through 
the clearance of the letter of credit. 

In the meantime the Korean who is buying this fertilizer—maybe 
he is a private importer, I mean a businessman—initially pays down 
hwan that goes into the counterpart collections account, so-called. 
Depending on the manner of his offer to the bank he may pay all or 
a part of it at that time. He must pay at least the specified minimum. 
And when the letter of credit is opened he has to pay some more and 
when the stuff is shipped he pays some more and by the time it ar- 
rives he has paid for it. 

All of this money, all of the counterpart goes into the collections 
account. Now, you see, the shipper gets his dollar and the counter- 
oer collections account gets its hwan and the importer gets his fer- 
tilizer. 

Mr. Aparr. I know my time is up but right on that same point, 
Mr. Chairman: 

From that counterpart money you set up the counterpart loan fund 
to which you made reference? 

Mr, Warne. That is only a small segment of this. This counter- 
part is used for the whole gamut of things including support of the 
military budget. 

Mr. Aparr. That does come from this money arising as you just de- 
scribed ? 

Mr. Warne. That is correct. 

Chairman Morean. Mr. Fountain. 

_Mr. Fountarn. I will yield to the gentleman, if he cares to con- 
tinue his questioning. 
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Mr. Apam. Thank you. 

Under what authority was the counterpart loan fund set up? 

Mr. Warne. It was set up under a project agreement that was ar- 
rived at through agreement in the Combined Economic Board between 
myself and the Republic of Korea Economic Coordinator, after a pro- 
posal had been made and approved in our Washington office. 

Mr. Apatr. Would you give us a little detail upon how loans are 
made from this counterpart loan fund ? 

Mr. Warne. The loans are actually made by the Reconstruction 
Bank, which is an agency of the Korean Government, and acts as the 
agent of the Korean Government in making these loans, 

These counterpart funds actually belong to the Korean Government, 
though they are jointly controlled by the aid administrator in Korea, 
and the Korean Economic Coordinator. They are owned by the Ko- 
rean Government when they get into the collections account. Then 
the Korean Government appoints the Reconstruction Bank, under 
the project arrangement and agreement, as its agent. The Korean 
Reconstruction Bank, through its regular processes, receives applica- 
tions and they are reviewed. In the process of review they are also re- 
viewed by representatives of my office in Korea. So there are pretty 
thoroughgoing checks and balances. 

Mr. Anparr. Do you consider the counterpart loan fund to be a re- 
volving thing? 

Mr. Warne. Yes, we anticipate those loans will be repaid into the 
account of the project in the Reconstruction Bank and that they will 
then become available for reloan through exactly the same process. 

Mr. Aparr. They are repaid with interest? 

Mr. Warne. They are repaid with interest. 

Mr. Apatr. When they are repaid into this—what do you call it, 
the Reconstruction Bank? 

Mr. Warne. The bank, yes. 

Mr. Apatr. When they are repaid into there, do they still retain 
their identity as counterpart eay or do they then just become a part 
of the assets of the bank ? 

Mr. Warne. It is neither, really. They are no longer counterpart 
funds when they are made available under the project agreement but 
the project agreement sets up a handling of these funds in precisely 
the same manner as though they were counterpart funds. So they 
are not capital assets of the bank but really they become capital as- 
sets of the project which is administered by the bank. 

Mr. Aparr. Can you give us an approximation of the size of that 
fund now? 

Mr. Warne. It is my recollection it was 700 million hwan. At the 
official exchange rate that would be $1,400,000, equivalent. 

Mr. Anarr. I thank the gentleman for yielding his time. 

Chairman Morean. Mr. Coffin. 

Mr. Corrtn. Thank you, Mr. Chairman. 

Mr. Warne, could you bring us up to date on a subject that has oc- 
cupied the interest of this committee in previous years, namely the 
fertilizer plants. Are there two in Korea 

Mr. Warne. I prepared a little statement, thinking I might be 
asked about this. You asked if there are two plants. Let me ex- 
plain what the nature of the program is: There is only one plant in 
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Korea at the present time. It isn’t quite completed and it is the one 
at Chung-ju. 

There was in our earlier program a second fertilizer plant project 
and allotment of funds was made for it. 

However, in 1957 we took all but the engineering money out of 
that and later deobligated most of the rest of that fund so we have 
no commitment to a second fertilizer plant project at the present 
time. 

However, the Korean Government has contracted with a group in 
West Germany for the construction of a second fertilizer plant to 
produce additional urea. This plant is still largely on the drafting 
boards. The only evidence of its eventual materialization is a little 
scratching around at the site at the present time. 

Mr. Corrin. Who is the contract with ? 

Mr. Warne. Between Korea and a group of West German sup- 
pliers, manufacturers, and industrialists. 

Mr. Corrin. Was the planning done with our money ? 

Mr. Warne. No, we are not involved in that in any way, but it is 
the only other plant in prospect in Korea at the present time. 

Now, on the fertilizer plant, the one at Chung-ju, one of the earlier 
projects in Korea and one of the largest ones of all was the fertilizer 
project. This is conceived as a completely modern plant to produce 
the most efficient nitrogenous fertilizer. Korea must have fertilizer 
to bring production levels high enough to feed her people. The plant 
at, Chung-ju is expected to produce 85,000 tons a year or about one- 
third of the annual requirements for nitrogenous fertilizer. It is 
being finished now and trial start-up operations are in progress in 
some sections of the plant, though mechanical completion is not ex- 
pected until June 5, 1959. 

This plant has been the subject of criticism because some contend it 
is too costly, others, it is too complicated for the inexperienced Ko- 
reans, and it is said the farmers do not know how to use urea. 

The commitment to build the plant of the type it is, and at Chung-ju 
where it is, and under a contract with the McGraw Hydrocarbon Co. 
which is building it, all of these decisions were made before I came 
on the scene. 

The National Research Council acted as consultant to ICA and 
made the recommendations as to the best firm and process to be used 
in the making of urea. 

My function was to complete the plant and to prepare to operate 
it and to train Koreans to operate it successfully. 

I say this because I do not want to appear defensive with respect 
to this plant. The plant will have cost about $35 million upon com- 
pletion of construction. A contract, again with the McGraw Hydro- 
carbon Co. to start up the plant, to train Korean operators, and to 
—_ the plant at capacity was completed the day before I left 

orea. 

In the 30 months that this contract is to run during most of which 
time the plant should be saving about $500,000 a month in foreign ex- 
change, this contract will cost something more than $5 million. 

At the end of that period, Koreans should be able to operate this 
plant. Perhaps with only a few technicians hired from the outside. 

The original estimates of the cost of the plant were too low and 
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they were unrealistic. Actual cost of such construction, however, 
has risen sharply, both in the United States where the machinery was 
manufactured and in Korea where the plant was built, since the esti- 
mates were made more than 4 years ago. 

Some delays such as one caused by a strike have added costs. Un- 
expected and unforeseeable occurrences such as the Suez crisis which 
complicated the shipment of materials to the site, and increased ship- 
ping costs, added to the expenses. This was a cost-plus-fixed-fee 
contract, and no other type of contract could have been obtained at 
the time it was undertaken. Certainly the plant is expensive, but it 
seems to be a good one and it is critically needed. 

The process that this plant is using is complicated. Koreans have 
had no experience with any plant remotely similar. They certainly 
will have to be trained to operate it. They have had to be trained 
to operate other kinds of chemical industries, and they would have 
had to be trained to operate any kind of fertilizer plant because they 
had none of these at all. 

A few years ago no Korean could fly an airplane. Now the young 
men in the Korean Air Force break windows with sonic booms just 
as our fliers do here now.and then. They have been trained, and our 
Air Force people say they train very well. No one has suggested to 
train them only for World War I Jennies. 

Korean farmers have been assisted in the practice of applying urea 
fertilizer for 3 years. During the first of these years, the OEC and 
the Korean Ministry of Agriculture and Forestry cooperatively in- 
cluded a few thousand tons of urea fertilizer in the general fertilizer 
distribution for demonstration purposes. The amount was raised in 
the second year and according to our program in the crop year that 
is just beginning, an amount of urea approximately equal to the 
anticipated production of the Chung-ju fertilizer plant next year 
will be utilized. 

Korean farmers were at first reluctant to change their practices 
but they found they could handle the urea pellets which are delivered 
to them in standard fertilizer sacks. The sacks have a special in- 
struction printed in the Korean language on the bag and the fertilizer 
is having a beneficial effect on production. 

More work will be required by the Agricultural Extension Service 
which is being developed as a result of one of our OEC agricultural 
projects. This Extension Service is in a position to lend the needed 
assistance. 

In conclusion, we have problems in connection with the Chung-ju 
fertilizer project but the product of the plant is essential to Korea. 
I am confident that the plant will prove most of its critics wrong. 

Mr. Corrtn. Mr. Chairman, I realize my time has expired but I 
would just like to ask Mr. Warne this question : From what you gather 
from the experts who have been working on the plant, is it your 
opinion that this is a practicable facility for Korea in terms of supply, 
as well as need ? 

Mr. Warne. Well, it will use Korean anthracite coal in the process 
of generating the necessary power, creating the necessary steam to 
operate the plant. It will use imported bunker-C fuel oil, or oils of 
that type. There are two or three different grades that could be used 
in the actual cracking process to produce the necessary gasses that 
go into the final mix to produce the solid urea. 
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However, the imported costs of those will be a very small fraction 
of the cost of importing finished fertilizer. 

Now, there is no doubt about the need for the fertilizer. There 
isn’t any reason, except one of lack of familitarity with the product 
so far, why the Koreans can’t use this fertilizer in their rice produc- 
tion more efficiently even than any fertilizer they have had before. 
It is a little better from most points of view on rice than ammonium 
sulphate which is what they have been using. 

hairman Morgan. Mr. Merrow. 

Mr. Merrow. Mr. Chairman, speaking of Korea, I would ask this 
question: The defense support here, for Korea, is [security deletion]. 

Is this figure on defense support what you would consider to be 
the irreducible minimum that ought to be expended for this purpose? 

Mr. Warne. My own feeling is that it cannot safely be reduced ma- 
terially. We had this year $175 million or perhaps it will amount to 
$180 million for salable commodities, depending on the final split be- 
tween nonproject and project funds. The total for defense support 
cannot be materially reduced without cutting out all capital projects, 
all hope of building a self-sustaining economy there. 

Mr. Merrow. Then it is absolutely necessary for the maintenance of 
the military capability that we think Korea ought to have, that is con- 
sistent with our national security ? 

Mr. Warne. My feeling is, my own opinion is, that this is essential 
to the maintenance of the military situation—posture in Korea. 

Korea’s military commitment is extremely great. Some of the de- 
fense support goes to assist the general operation of the Korean econ- 
omy, but the Korean economy is paying for at least half of the Korean 
military costs at the present time. And the economy has to be kept 
operating or you will not have a military force in Korea. 

Mr. Merrow. Just one or two questions about this fertilizer plant. 
I was very much interested in the explanation that you gave. 

In the very beginning when it was decided to build this fertilizer 
plant, do you think it might have been too ambitious a ash 

Mr. Warne. I have a hard time getting along with Monday morn- 
ing quarterbacks and I hate to be one for my predecessor in this 
project. 

There is no doubt about this project providing us with one of our 
most difficult problems in training the Koreans to operate a complex 
plant. But if I had to make the decision again that was made at 
that time, I am afraid I would come pretty close to recommending the 
same project. 

Mr. Merrow. That is part of the answer I wanted to get at. 

You are familiar with the situation. You are very familiar with it. 
There has been considerable criticism about this fertilizer plant and 
from what you have said I would think that perhaps a great deal of 
the criticism has been unjustified. If that is correct, I think this is 
important for the record. 

Mr, Warne. I don’t think the criticism has been justified yet. If 
the plant for some reason doesn’t work, then perhaps the criticism will 
have been justified, 

My feeling is, the plant is going to work and do a good job. We 
are certainly bending every effort to make that be the case. 

Mr. Merrow. And if it works and does a good job, then it is an 
excellent investment. 
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Mr. Warne. Then all these people who have been criticizing it are 
not apt to criticize 1t any more. 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Morgan. Judge Saund. 

Mr. Saunp. Thank you, Mr. Chairman. 

Mr. Chairman, one distinguished member of this committee per- 
formed a duty last night of which I was very proud. Dr. Judd 
was one of the principal speakers upon the occasion of the celebration 
of the anniversary in honor of Dr. Iqbal of Pakistan. 

I had heard Dr. Iqbal personally while I was in India. I know 
the esteem with which he is held by the people in India, and Pakistan 
particularly. 

I have listened to many addresses. I thought that was one of the 
most talented and scholarly addresses and it was delivered on an occa- 
sion where it certainly did make an impact on the minds of the 
people present there—the officials of Pakistan and so forth—and I 
was very proud of it. 

I think we owe Dr. Judd a vote of thanks for that. 

Mr. Warne happens to be one of the most beloved citizens of Im- 
perial County. At the present time he is on the staff of—for some 
peculiar reason—my most favorite Governor. I am very glad to hear 
your testimony, Mr. Warne. I know you are as able and conscien- 
tious a public servant as your brother is. 

Mr. Warne, this year it is [security deletion] for Korea and for 
next year the amount proposed is [security deletion]. You didn’t 
have anything to do with military assistance? Does this amount 
represent just the military equipment that we supplied ? 

r. Warne. You are right. My mission over there had nothing 
to do with the military hardware programs or the training programs 
directly supplied by the Defense Department through its various 
agencies. 

Mr. Saunp. I guess you agree with me that [security deletion]. 

Mr. Warne. And replacement of some items that are absolutely 
worn out. 

Mr. Saunp. That isa lot of money for 1 year. 

If anything, it will increase. It will not decrease because our 
military equipment is becoming more and more costly. 

Well, now, what part of this [security deletion] defense support— 
of course, technical assistance is only $7 million—and your $7 million 
for technical assistance takes care of this [security deletion]. 

Mr. Warne. The technical assistance program—which has been 
$5,800,000 in fiscal year 1958, and $5,800,000 in 1959 and proposed at 
$7 million in 1960—looks Sapciyns ogeH by comparison with the 
total amount of money made available for Korea, but as a matter of 
fact it actually provides more than half of our staff over there. More 
than half of our staff is working on the technical assistance program. 

Mr. Saunp. Mr. Warne, I don’t want to cut you short, but what I 
mean is this [security deletion] for next year. pa 

The major part of it is for economic assistance, building up and 
holding the economy of Korea. ; 

Mr. Warne. That is right. This assistance will make it possible 
to provide the equivalent of about fg ted deletion] in local cur- 
eney directly to the budget of the ROK Defense Department, 
an ——_—— 
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Mr. Saunp. And about $42 million will go into assisting the 
economy. 

Mr. Warne. The whole gamut of additional operations. Some 
of them directly related to military operations such as construc- 
tion of a harbor, some of them less directly related to it. 

Mr. Saunp. You were connected with Iran and I was just looking 
at any book. Two years ago our expense in Iran was [security de- 
letion]. 

I believe that is due to the fact, because of the increasing tension 
in that area, is that correct ? 

Mr. Warne. I think there were some special projects involved in 
the Iran program. When I was there our allotments did not amount 
to sums as large as these. 

Mr. Saunp. Mr. Warne, you have known Iraq and you have known 
Iran. We were very much shocked, you know, when we heard the 
news of the massacre of the King of Iraq. We were told by the 
State Department they didn’t anticipate that. It came as a sudden 
surprise. 

here was no such sign of a revolt against the King of Iraq before- 
hand. But we know about the Mossadegh episode in Iran. Do you 
feel quite secure that there is no danger of someone like Mossadegh 
arising in Iran? You have no fear that we will wake up one morn- 
ing and find the King has fled the country? What is it really like? 

r. Warne. Well, Judge Saund, I have difficulty testifying on 
Iran really, at this point, because I certainly am no longer an expert 
in the day-to-day business. I think sometimes we tend to deceive 
ourselves in thinking that any situation is permanent. I am not sure 
that that can be the case ever, and, of course, the less developed the 
area is, the more apt it is to have sharp changes. But I don’t hear 
of anything at the present time in Iran which would seem to indi- 
cate a situation like that which prevailed in 1950, 1951, 1952, and 
1953. 

Mr. Saunp. Is there something special about Iran that is different 
from those other countries in the Middle Fast ? 

Mr. Warne. Mr. Congressman, there are pressures being applied 
all around. You would have to know almost from day to day what 
the situation is to be able to answer your question and I don’t. 

Mr. Savunp. All right, now, I want to ask you this: What happened 
there in Iraq was that the King was murdered. The next day or the 
day after, when Kassem came to power, in good faith we recognized 
the government of Kassem. We had full confidence that we would 
keep him and his government on our side. I think everybody be- 
lieved that if we didn’t have a better chance we at least elk an equal 
chance with the Communists to keep Kassem on our side instead of 
going to the side of the Communists. 

Now, in my thinking, the Communists have prevailed in Iraq 
because they were ready for such an emergency; when there was a 
vacuum created they had a team ready to go in and fill in the different 
strategic places in the government. Now they have won over the 
government. 

Now, do you think it will be wise for us to be prepared for such an 
emergency in Iran? You were there. You ought to know. 
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Mr. Warne. I am not sure I would know how to go about pre- 
aring. 
‘ Mr. Saunp. Don’t answer the question if you don’t care to. I am 
not putting any words in your mouth. 

Mr. Warne. I think wherever you operate you should keep in mind 
the possibility of an emergency. Perhaps we in the United States 
who have so long had all of our operations flow from cause to effect 
without any disruption, sometimes don’t realize that this orderly 
progress can be disrupted, but it can be and sometimes is. 

Mr. Saunp. I am glad you made the statement. We in the United 
States, where everything is done so orderly, don’t expect anything 
like that. 

I was not a violent revolutionary, but I do know how on the sur- 
face we were very nice to the British and underneath we were con- 
spiring all the time to do everything we possibly could to overthrow 
their Government in India. 

Mr. Warne, I am certainly glad you have appeared before this 
committee and I feel very proud that I can associate you with my 
own district. Being a brother of a dear friend of mine, I am very 
happy to say that. 

Mtr Warne. Mr. Chairman, Judge Saund represents the district 
where I went to school, graduated from high school, headed the news- 
papers where I first started out when I finished my university work 
and I am glad to see him here. 

Chairman Morean. Mr. Fulton. 

ac Futton. I yield first to my good friend from Connecticut, Mr. 
Bowles. 

Mr. Bow tes. I have been very interested in Mr. Warne’s testimony 
and I am sorry to see him leave the Federal Government. California 
will be the gainer. 

[Security deletion. ] 

In South Korea what is the situation there generally? Is it self- 
sufficient ? 

Mr. Warne. South Korea is not completely self-sufficient. In other 
words, our Public Law 480, and section 402 programs do bring in 
cereal grains at the present time. 

Mr. Bow tes. Rice or wheat? 

Mr. Warne. Now wheat and barley, principally wheat. 

However, South Korea is capable of and actually has this year pro- 
duced more rice than she needs. The rice is a commodity that sells 
well on the world market and we would prefer to have her ship some 
of this rice abroad rather than create an additional stomach for it in 
Korea, you see, because otherwise it is going to be very difficult ever 
to balance her economy. Their principal export in the future will 
have to be rice. 

Mr. Bowes. What proportion of the peasant families in South 
Korea till their own land and what proportion rent? 

Mr. Warne. A very high proportion till their own land at the pres- 
ent time. They had a pretty complete land reform program after 
the Japanese departure under the military government arrangement. 

I would say 90 percent of them till their own land, but unfortu- 
nately many of these holdings are too small, so that perhaps 40 percent 
of the farmers actually have less land than is required to provide them 
an adequate living level. 
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Mr. Bowrxs. Do you know the limitation on acres? It is 7 acres 
in Japan. 

Mr. Warne. I think it was less than that here. I believe it was 5 
acres. They don’t measure the land in acres; they measure it in 
chungbo. f 

Mr. Bowes. Do you know what the rentals are? The limitation on 
rentals ? 

Mr. Warne. No, I can’t tell you. Landlordism is not prevalent at 
the present time. 

Mr. Bow tgs. I think you will agree this was one of the basic prob- 
lems in Iraq. As the production of the country increased, it was 
poorly distributed. The income of the wealthier landlord class 
went up rapidly while the income of the poor people went up very, 
very slowly. Tosome extent you have this situation also in Iran. 

Mr. Warne. That is true. It is to a lesser degree in Iran, but still a 
third of the land in Iran is owned by large landowners. 

Mr. Bow es. In India you could trace the number of Communists 
in the state legislatures by the land tenure system of the area. You 
could go state after state and find an almost complete correlation be- 
tween number of Communists elected to the state legislatures and the 
land tenure systems. 

This is very impressive testimony for proper land reform. 

I am glad to hear their rural economy in Korea is in reasonably good 
shape because this is where lots of trouble could start. 

Mr. Warne. In a country with as low per capita national income 
as Korea, one has difficulty sometimes saying it is in really good 
shape. But there will be no starvation in Korea this year and the peo- 
ple are better fed. They are sending more of their children to school— 
and this is true right out in the villages—they have a high rate of 
literacy, extremely high for this part of the world. 

Mr. Bow rs. They have inherited some of that from the Japanese, 
I assume. 

Mr. Warne. Well, they got from the Japanese a great desire, upon 
their release from Japanese control, to improve in these matters, es- 
pecially in education. They were prevented from studying their own 
language and their own literature under the Japanese. They thought 
that the Japanese dominated them because they were better educated 
so there is a great urge to increase education in the country. 

It is one of the principal characteristics of Korea at the present 
time, one of the most impressive ones. 

[Security deletion. ] 

Chairman Morean. Mr. Fulton. 

Mr. Fuuron. We are glad to have you here. 

Do you recommend this as the most efficient and the least costly pro- 
gram for preserving the security not only of this country but of the 
free world? Do you recommend this mutual security program within 
your jurisdiction as the best method with the best chances of success? 

Mr. Warne. Mr. Fulton, I am absolutely sold on the program. I 
perhaps had a unique opportunity to observe and to participate in it. 
I have been assigned in the Middle East, in South America, and in 
east Asia and under all kinds of different circumstances. I mean 
these things are just as different as they can be, and yet the program 
has in each instance, in my own personal experience, served the inter- 
ests of the United States in times of critical need very well. 








1210 MUTUAL SECURITY ACT, 1959 


Now, I think you must avoid the temptation of trying to force one 
program around the world. I mean there has to be flexibility because 
the conditions are different and the people are different and the cul- 
tures are different. But this program is the chassis on which you can 
mount a vehicle that will take you there, I think. 

Mr. Fuuron. It is because of your vast and varied experience in 
these programs, as well as the fact that you are now maturing into a 
senior statesman upon your leaving the Government, that you are able 
to give a final judgment. 

You can recommend to us on this committee that we can give your 
strong statement to the House that this is necessary to our US. 
security ? 

Mr. Warne. I believe it is necessary to a continuation of our pro- 
grams and hopes in the world, yes. I really do. 

Mr. Futton. Do you feel that overall, on the mutual security pro- 
grams that you have seen, and you have had experience with many 
of them, that they are as well and efficiently run as can be done under 
the circumstances, with, of course, some inefficiencies, and that they 
are well enough run that the good parts greatly outweigh the bad, 
so that the current U.S. foreign aid program should not be greatly 
cut on the showing of certain inefficiencies ? 

Mr. Warne. I will say this: My experience in the Interior Depart- 
ment, which was even longer—twice as long as my experience in 
ICA—and it was a good, close experience, close to the point of work— 
I feel that our programs abroad are working under much more diffi- 
cult circumstances and yet maintain a degree of efficiency that is 
commendable. 

Now, we will have some mistakes and errors and because certain of 
our programs will fail on the short range—-I mean you will have a 
project that will fail because nothing in the world you can do about it 
changes, still they are efficient, ma | think the results have demon- 
strated repeatedly throughout our areas. 

Now, we need good men in this program and I believe men 
are needed in lots of other places, but especially you need them here. 
This program has the power to draw a devoted American, and it does 
draw them. I don’t think I ever had anywhere a better staff than I 
had in Korea. And many of these people I had worked with before. 
Some of them 20 years ago. It draws good people and it tends to 
use them. 

W don’t put enough effort in management on these programs. Our 
administrative funds are repeatedly cut and yet we are berated for 
failures in administrative controls. 

If you want to improve the efficiency, the internal efficiency of the 

organizations, you are going to have to put more money into its 
administration. 
_ I think it can be improved somewhat, but I don’t think its record 
is bad at the present time and I will guarantee you that you have an 
extremely dedicated and devoted group of people working there. 
You could not pay them to do what they are doing. I mean there 
isn’t enough money to do that. 

Someone said to me one time, “You ride the gravy train. You 
have a nice house here in Korea. I suppose this is where you would 
rather live.” 
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I said, “If I had m choice, if living was what I was interested in, 
I would go back to California.” 

Well, I have gone back to California, but not precisely for that 
reason. But the point is these people are not out there for what 
they can get out of it. At least I have never seen one of them who 
was so motivated. They are out there because they are convinced 
that the job needs to be done and I am convinced it needs to be done. 

Mr. Fuuron. So that we have many dedicated Americans as well as 
foreign nationals working in our U.S. foreign aid programs on the 
civilian as well as on the military level, do we not? 

Mr. Warne. I think so, and I can certainly tell you that has been 
true in three widely separated missions I have had charge of. 

Mr. Fuuron. And also there are many people in these countries— 
Americans and local residents—who are voluntarily helping on these 
programs. They are helping to raise the levels of living and the civili- 
zation of these areas and many of them are doing an excellent job. 

Mr. Warne. You are referring to the voluntary agencies and that 
kind of assistance ? 

Mr. Fuuron. Such dedicated people as missionaries, doctors, nurses, 
engineers, and teachers, who are out there in these areas. 

r. Warne. My own judgment is through my observation in Korea, 
where this is atioulaely appropriate—I mean this element is effec- 
tive there—I don’t think our program could succeed nearly so well in 
Korea if it had not been for the work of the missionaries that for 
decades have preceded it. They have plowed a lot of ground in Korea, 
and through the voluntary agency system, at the present time they are 
actively participating in this program and we assisted them in the 
organization of an association of voluntary agencies and in effect they 
are an extension of our arm or we are an extension of their arm in cer- 
tain project and program activities. And this is as it should be, I 
think. Their purposes are identical with ours. 

Mr. Fuuton. In most cases where they are working with you on a 
cooperative basis, and in many cases working on similar, or the same 
projects, or extensions of those projects, would you think it would be 
possible to let such persons who are in the U.S. organized charitable 
agencies abroad, or U.S. individual citizens who are properly certified, 
to have commissary facilities such as our own U.S. Government per- 
sonnel have? They are working out in the same foreign area, doing 
the same or a similar job, working in cooperation with you, and do 
not have the advantages of the commissaries that supply the American 
goods for the basics of living. 

a Warne. Well, there is a question that has a lot of ramifications 
really. 

Those who are directly associated do have the commissary privileges. 
Let’s say in the event we undertake a contract with CARE, or another 
agency, they become representatives of the agency and do have the 
commissary cme 

Certain of the religious groups out there for missionary work which 
do cooperate in a distribution of food and that kind of thin , for rea- 


svns of the separation of the church and the state, do not like to be 
closely enough connected with the official arm of the United States 
actually to qualify them as participants in the commissary activities. 

Mr. Futron. Some of them have written wanting it and I wondered 
what your view of it was because of your experience. 
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Mr. Warne. I certainly think those related with our pragrain ought 
to participate in the commissary privileges and where I have been we 
have endeavored to make that true. 

Mr. Fuuron. So do I and I think it should be a general policy 
along the lines you have laid out. 

Now, I finish with this question on the book that has been written, 
“The Ugly American.” It is complimentary to many people of 
American origin who are there on a voluntary basis or working on a 
professional basis in the civilian economy in the country. 

On the contrary, it is strongly marking with a bad label various 
levels of officials of the U.S. Government abroad and likewise the 
U.S. personnel working on the foreign aid programs, whether official 
or private contractors. 

Would you please comment on whether the book, “The Ugly Amer- 
ican,” is correct in making typical the type of person which it de- 
scribes with this adverse label? Is this the usual or the normal situa- 
tion in our U.S. foreign aid programs and embassies and consulates 
abroad ? 

Mr. Warne. Well, I will say this: I have met many a professional 
Foreign Service officer and I have worked with quite a large number 
of them now, and I think they are good representatives of the United 
States. There may be some who are better than others just as there 
are in any other line or calling. But these people are selected origi- 
nally with care and are trained and my judgment is that we do them 
a great disservice with our casual cookie-pusher labels we sometimes 
put upon them. 

It is very easy to do that sort of thing and the authors of “The 
Ugly American” did it with considerable freedom. 

Mr. Futton. And witha broad brush ? 

Mr. Warne. With broad brush and with some glee, I thought. 

Obviously they were writing a book and they wanted it to sell. 
They had to do something to dramatize it. I wrote a book about my 
experiences out in Iran. It didn’t sell very well. 

I think we have so much fun in this country lambasting each other, 
you know, and it certainly is a luxury. I don’t think it is one that is 
particularly appropriate to indulge in abroad. I think we tend to put 
that kind of information into places where it is not going to be under- 
stood. The people abroad are confused by the very freedom with 
which we criticize each other at times. I think a little more care 
might be advisable. 

Mr. Futon. Specifically, on the book, on several of the points that 
it made, would you answer whether they are true. 

The first point is, do our U.S. embassy, consular, and official people 
on U.S. foreign aid programs separate themselves off and isolate 
themselves from the local and native community ? 

Mr. Warne. Well, it is true that often they do live in houses that 
are grouped. ‘This isn’t true in all areas but over and over again 
there are situations in which it is just impossible to put American 
families in what you might call the native local condition. 

Mr. Fuuron. But they are not physically isolated in a way that sep- 
arates them from developing good policy in cooperation with the 
recipient countries where they are stationed ? 
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Mr. Warne. Well, I don’t think any of our people are so isolated. 
That is a different type of isolation. You can have that kind of isola- 
tion if you lived in a lean-to 4 feet wide against a fence. 

Mr. Fuuron. Yes, but it was inferred in the book, “The Ugly 
American,” that that is what happened in many of our typical agen- 
cies abroad, 

Mr. Warne. I don’t think it is true. I will tell you this, that in 
Korea our people are certainly well known and they get around and 
they have wide acquaintances, Not only directly in line with their 
specific work but otherwise. They participate in the cultural affairs 
of the country. They go to the public affairs, They travel in the 
countryside. I have seen them; I have been one of them; I have been 
there. 

There is no isolation there. 

Now, whenever I went anywhere in Korea—even children no older 
than two or three would say “hello.” ‘They know about three words: 
Coca-Cola, OK, and hello. They are likely to say all three in suc- 
cession. They recognize you immediately and know who you are. 

Mr. Furron. There is no indication that there is a general trend for 
our U.S. Embassy, consular people, and officials and personnel working 
on our U.S. foreign aid program to hold themselves above the local 
native population and have a tendency to exhibit the fact that they 
might look down on such local people in the various underdeveloped 
countries? 

Mr. Warne. Well, there may be exceptions, but I don’t think as a 
rule that that is a practice. 

Mr. Futton. You can state definitely that it is not typical ? 

Mr. Warne. No, it is not typical. We have certain people in any 
of our communities who may not be sympathetic with the whole of 
our society. I don’t mean revolutionaries, either. I mean they may 
live on one side of the track and not be sympathetic with those on the 
other side of the track. 

If you send one of those people abroad he may have that same atti- 
tude over there, too, but I don’t think—as a matter of fact, I think 
we have far less of that in the foreign service and in the official per- 
sonnel connected with the aid programs abroad than we have in our 
own country, because they are selected—they try their level best to 
understand the local people. 

Mr. Fotron. So that in your judgment then, from your large ex- 
perience, you would then say that the adverse types that are set up in 
the book, “The Ugly American,” are not typical, either in our U.S. 
embassies, or consular offices abroad, nor in our various U.S, agen- 
cies we have working on the U.S. foreign aid programs. And I would 
like to have that firmly satisfied. 

Mr. Warne. I do not think that the book sets up typical personnel 
in any of these categories. 

Mr. Fuuron. Thank you. That is all. 

Chairman Morgan. Mr. Carnahan. 

Mr. CarnanaNn. I just wanted to ask, What do you think was the 
purpose of writing the book; was it to assist in disseminating infor- 
mation about the United States to strengthen our position abroad ? 

Mr. Warne. I think the book was. written to sell in the United 
States. I don’t know the authors but someone told me who did know 
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them that they said that was the purpose of the book. Well, that is 
the reason I wrote my book, too, but it didn’t sell very well. 

Chairman Morcan. One of the authors is from your State. 

Mr. Warne. Very likely. 

Mr. Merrow. For the mutual security program, economic and mili- 
tary, the request is $3.9 billion. The request for the Defense Depart- 
ment is $43.6 billion. Unless Congress acts much differently from 
what it has in the past, $43.6 billion will be voted without dissent and 
I hope that it is. The question is, Do you consider that the money 
apent both in the military assistance and in the economic assistance 
under the mutual security program is as much a part of our defense, 
and the dollars spent here are just as important to our defense and 
our security as the money spent in the $43.6 billion area ? 

Mr. Warne. Yes, I do. 

Mr. Merrow. Thank you. 

Chairman Morean. Mr. Warne, could you tell us a little bit about 
the Dai Han coal mine development? Is it moving along? 

Mr. Warne. The Dai Han coal mine has increased its production 
x good deal. The project has required—that is the one where we are 
developing improved methods for coal handling and processing. 

Chairman Morean. A cleaning plant. 

Mr. Warne. The project has languished somewhat for engineering 
assistance but it is moving at the present time and if we are ever 
going to produce Korean coal that can be of general utility, it has 
to be cleaned coal. We need the demonstration of this project to 
develop the local use of this resource. The uses to which this coal 
can be put are limited unless we have a coal that can burn more 
cleanly. That means it has to be cleaned and I think this particular 
project is a worthy one and ought to be completed. 

Chairman Morean. This coal would have to be briquetted before 
you could use it? 

Mr. Warne. If you can reduce the foreign material in the coal 
sufficiently, it will not have to be briquetted before it is used. It 
may have to be pulverized. Blown into a burner. 

Chairman Morgan. In the report we got, a good deal of progress 
at the plant depends upon a series of tests of Korean coal to one 
in this country. 

Mr. Warne. There are no testing facilities out there for the vari- 
ous compositional qualities of the coal. 

Now, the Germans have carried on some tests primarily designed 
to determine the feasibility of gasification of some of this coal. We 
have not tested out completely all of the qualities of the coal in the 
Dai Han mine. Those tests should be made and I think we were 
doing our level best to get them made. 

Chairman Morean. This isan anthracite coal. 

Mr. Warne. All of their coal over there is called anthracite. I am 
not a coal expert so—— 

Mr. Fuuron. You are talking to an expert, Mr. Morgan. 

Mr. Warne. I don’t doubt that, but I am not a coal expert. It is 
certainly not as good coal as the anthracite in Pennesylvania. 

Chairman Moraan. In my part of the State we are not interested 
in anthracite, at all. We are bituminous people. 
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Mr. Warnz. We have no bituminous in Korea at all and that is 
our big problem. The country is not richly endowed with minerals 
or with fossil fuels. It is a mineralized country but all of these things 
come in small pockets. Even the coal is laid down in thin veins and 
they tend to either pinch out or to be offset. 

hairman Moraawn. Is this a deep mining operation ? 

Mr. Warne. This is deep mining, which is costly, as you know. 

Chairman Morcan. What is the approximate seam of the coal? 

Mr. Warnz. I have been in some mines where you could stand up 
comfortably, but anything beyond two meters is a wide seam in Korea 
and lots of it that they are mining is less than that. 

Chairman Morgan, Is it mine by machine or hand ? 

Mr. Warne. Both. Some of these better mines are mined now 
with machines but some of it is mined by hand. They had difficulty, 
as I said earlier, with the breaking of the rock. Part of this is due 
to poor explosives, part of it is due to lack of skill. Some of it is 
due to the fact that the rock is particularly fragile so they have quite 
a problem. It is a difficult problem. But it is the only fuel they’ve 
got locally. It is the only home fuel. 

Chairman Morgan. at is their total production tonnage now? 

Mr. Warne. It is over 2 million tons. I am sure it is in this book, 
but this book is pretty thick. 

I will supply that. 

(The information is as follows :) 


Coal production in calendar year 1958 totaled 2,690,000 metric tons. 


Chairman Morgan. Are you using any of this coal in electrical 
generating plants? 

Mr. Warne. Yes, we are using it in all three plants. It has to be 
ulverized and it has to have one-tenth of the B.t.u. supplied by oil to 
eep the fires from going out. So it can’t be used raw in any of the 

burners that have so far been erected out there, unaccompanied by 
either bituminous coal, or oil. That is the problem in using it on the 
railroad. The trains will have the fire go out. 

Mr. Fu.ton. Has there been put in the record a statement of the 
current status and the future prospects as well as construction on the 
fertilizer plants? Did you put that in in detail? Several of us have 
questioned that previously. 

Mr, Warne. It was gone into by an earlier questioner here. 

Mr. Futton. I had questioned the Korean fertilizer plants one 
time in a previous year. Could you please look back at those ques- 
tions I raised and put in the record what has been done about cor- 
recting the inferences raised by those questions ? 

I had studied the problems carefully and had come up with an over- 
all survey of —— to highlight the problems. Now, I would like 
to know what has been done to meet those serious situations. We can 
put it in the record, with the chairman’s approval. 

Mr. Warne. We will be glad to do that. 

(The information is as follows :) 


KoREAN FERTILIZER PLANT 


In his testimony before the House Foreign Affairs Committee on April 22, 
1959, Mr. Warne—until recently the Economic Coordinator in Korea—answered 
many questions raised by m of the committee on the Chung-ju fertilizer 
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plant. Mr. Warne’s comments, however, were not directed to precisely those 
questions raised by Congressman Fulton during the session with representatives 
of the General Accounting Office on June 25, 1957. Answers to these specific 
questions were submitted by ICA for inclusion in the House Foreign Affairs 
Committee record on June 26, 1957. For completeness of the present record, 
however, answers are provided to the following six questions then raised by 
Congressman Fulton which are still relevant and were not specifically covered 
in Mr. Warne’s testimony of April 22: 

1. Question. What technical group made the recommendation for its location 
at the point where the plant is now being constructed? 

Answer. The site selected was one of approximately 14 sites considered by 
the Chemical Construction Co. (C.C.C.), a subsidiary of the American Cyanamid 
Co. and one of the oldest U.S. firms in the field of synthetic nitrogen design engi- 
neering. This company was then under contract with UNKRA to make a fer- 
tilizer plant study. The field work was carried out by a team headed by Dr. D. 
H. W. Felch, a vice president of C.C.C. and including in addition: (1) L. V. Kal- 
tenecker, a civil engineer experienced in site selection, structures, foundations, 
and so forth, who had participated in the design and construction of fertilizer 
plants by C.C.C. in India, Egypt, and Mexico; (2) Richard Kilpert, a civil engi- 
neer experienced in water supply, treatment and distribution, and skilled in 
water analysis under difficult field conditions; and (3) Jules deW. Mayer, C.C.C. 
representative in the Far East who had spent 42 years in the Orient as a planter 
and an agricultural expert. Actual selection of the final site was made by the 
Koreans and was one of three sites found feasible by the survey group, although 
it was not their first choice. ‘This particular site was selected by the Republic 
of Korea because of (1) its accessibility to water, (2) its proximity to indigenous 
coal deposits, and (3) security reasons. 

2. Question. What is the reason on the $21.5 million construction contract 
that the contractor would ask for $9 million additional expenses? 

Answer. These additional funds were required to offset increased costs of 
materials and labor, delays in job time, delays in suppliers filling equipment or- 
ders due to steel strikes, and poor estimates of ocean transportation costs. In 
addition to the amounts mentioned above, $4.7 million was provided in February 
1958 to complete the contract, making the total dollar cost of the Chung-ju 
fertilizer plant about $35 million. 

3. Question. What is the background of the technical group that made the 
recommendation when the plant was recommended to be so far away from (1) 
markets; (2) raw materials; and (3) probably far away from any labor supply 
and possible markets? 

Answer. See answer to question No. 1. 

4. Question. In addition, I would like an explanation of why the plans have 
been made for a type of fertilizer that is not even commercially treated. 

Answer. Urea, the type of fertilizer to be produced at the Chung-ju plant, has 
been in commercial use in Europe, the U.S. and Japan. The ©.C.C., in its sec- 
ond and final report to UNKRA in May 1954, changed its recommendation to 
urea from ammonium sulphate which it recommended in its preliminary report 
of February 1954. It is interesting to note that the Republic of Korea has con- 
cluded negotiations with a West German combine to build a second nitrogen 
fertilizer plant which will also produce urea, using the same process that was 
selected by ICA for the first plant. 

5. Question. What was the reason for the major engineering changes during 
the course of construction that do not follow the recommendations of the tech- 
nical group who first investigated, nor the provisions of the contract as it was 
first let? 

Answer. No major engineering changes are involved during the present con- 
struction, except in the case of the powerplant which was redesigned to permit 
the burning of both bunker C fuel oil and indigenous coal. 

6. Question. Why did it take so long to make decisions back in Washington 
on some of the engineering subcontracts when the Korean Agency referred the 
decisions to Washington for handling? Was it red tape? Or was it elapsed 
time? Or was it lack of engineering or corporate contract knowledge that 
caused the delay? 

Answer. After 9 months of negotiations between Hydrocarbon, the design- 
engineering member of the joint venture prime contractors McGraw-Hydrocar- 
bon, and Vulcan, two subcontracts with Vulcan, one for engineering and the 
other for materials, construction and operations, were submitted to ICA/W. 
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Upon investigation, these subcontracts were found to be unacceptable, as writ- 
ten, because of various conditions which had been stipulated. It took from 
November 1955 to March 1956 for ICA/W to obtain necessary information from 
the prime contractors and to reach general agreement. The two subcontracts 
were finally concluded on May 17, 1956, and July 3, 1956, respectively. This is 
not considered to be an unreasonable length of time for complicated arrauge- 
ments of this character. 


Mr. Fuuton. We are very much satisfied with your services and it 
has been nice to have you. 

Chairman Morean. Thank you, Mr. Warne. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 5 p.m., the committee was adjourned to reconvene 
at 10:30 a.m., Thursday, April 23, 1959.) 
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MUTUAL SECURITY ACT OF 1959 


THURSDAY, APRIL 23, 1959 


House or REPRESENTATIVES, 
CoMMITTEE oF Foreign AFFaIRs, 
Washington, D.C. 


The committee met at 10:30 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Moraan. The committee will come to order. 

We meet in executive session this morning for consideration of the 
extension of the Mutual Security Act for the fiscal year 1960. 

Our first witness this morning is Markley Shaw, ISA Comptroller, 
Office of Assistant Secretary of Defense for International Security 
Affairs. 

You may proceed, Mr. Shaw. 


STATEMENT OF MARKLEY SHAW, ISA COMPTROLLER, OFFICE OF 
THE ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


Mr. Suaw. Mr. Chairman and members of the committee, this 
statement presents the fiscal year 1960 military assistance program re- 
quirements for the support of International Military Headquarters, 
NATO infrastructure, accessorial costs, and administrative expenses. 


INTERNATIONAL MILITARY HEADQUARTERS 


One of the least expensive programs funded from military assist- 
ance appropriations is the support of the International Military 
Headquarters. The operations are jointly financed by member gov- 
ernments, in accordance with government-to-government and inter- 
national agreements, and under accepted cost-sharing formulas, This 
request for $8 million covers expenses for NATO International Mili- 
tary Headquarters and associated agencies, the Central Europe - 
ating Agency, administrative costs of the NATO Maintenance Sup- 

ly Services Agency, the SEATO Permanent Military Planning 
taff, and the combined military planning staff, Baghdad Pact. 

The countries participating in each of these activities, and percent- 
age of each country’s contribution is as follows: 

I will not go down that list. You will see the United States for 
NATO headquarters contributes 24.2 percent, the Central European 
Operat Agency, 39 percent. The NATO Maintenance Supply 
Services cy for administrative expenses is 25.7 percent. 

Our contribution to SEATO is 25 percent and the contribution to 
the Baghdad Pact Military Planning Organization is 20 percent. 
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(The list referred to follows :) 











NATO In- Baghdad Pact 
Country ternational CEOA NMSSA SEATO ilitary 
Military Planning 

Headquarters Organization 
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NATO military headquarters and agencies —Of the funds being 
requested for fiscal year 1960, the largest amount is $6,400,000 for 
the ~ re of the NATO International Military Headquarters. The 
NATO headquarters consists of the two primary military com- 
mands—Supreme Headquarters, Allied Powers, Europe, SHAPE, 
and the Supreme Allied Commander Atlantic, SACLANT—and the 
Channel Command, the Standing Group, and several military agen- 
cies such as the NATO Defense « the Military Agency for 
Standardization, and the European Radio Frequency Agency. The 
costs included in the international budgets for the headquarters and 
agencies are limited to civilian salaries and wages, operating sup- 
port—utilities, office supplies, and equipment—maintenance of build- 
ing and equipment, operation of military communications, and 
capital items. Pay and allowances of military personnel and sup- 
porting military equipment and hardware are the responsibility of 
the individual government furnishing the personnel and equipment. 

The total contribution of the United States toward this support 
is estimated at $37.4 miliion through June 30, 1959. 

Each NATO headquarters and agency budget is first reviewed by 
the supreme command involved; next is submitted to the A 
Group for approval from the military viewpoint; then to the NAT 
Military Budget Committee for final analysis, appraisal, and recom- 
mendation. The NATO Council, upon the recommendation of its 
Military Budget Committee, formally approves the budget estimates 
and authorizes the Secretary General to request funds from member 
countries as required by the commands and agencies in accordance 
with effective cost-sharing formula. The U.S. interest is expressed 
at each successive stage of the budget formulation, review analysis, 
and final approval. The accounts of each headquarters and agency 
are audited annually by auditors selected from member countries 
and appointed by the NATO Council. 
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Central Europe Operating Agency.—Jet fuel storage and distribu- 
tion projects are being constructed under the NATO infrastructure 
— The projects within the individual countries in Europe 

ave been so planned as to result in an areawide system. By agree- 
ment of the eight countries concerned it is operated by an agency of 
the NATO Council known as the Central Europe Operating Agency. 
The eight Central Europe NATO countries using the facilities have 
agreed to contribute to the cost of management and administration 
in accordance with the estimates of their withdrawals. The system 
was designed to meet wartime requirements; however, its peacetime 
utilization will be about 20 to 25 percent of design capacity. 

The managers of the system anticipate that after all construction is 
completed and all elements of the system are operational, the income 
from sales will be sufficient to cover the costs of operations, including 
overhead. In the meantime, the management expenses are being 
funded by contributions from each using country. 

NATO Maintenance Supply Services Agency.—The United States 
has encouraged the development of a single supply service for the 
NATO military forces as a means of reducing the overall cost to 
NATO of procuring and maintaining stocks for the maintenance of 
military equipment. Like the Central Europe Operating Agency it 
is expected that the NATO Maintenance Supply Services ‘A rency will 
be self-supporting after a year or two of operations, but uneled ATO 
agreements the administrative-type costs in the meantime are supplied 
through contributions of the United States and other participating 
countries. 

SEATO Permanent Military Plannin lan f Ripon SEATO Perma- 
nent Military Planning Staff was eatablishe in 1957. Asin NATO, 
the services of milita rsonnel are contributed by the various par- 
ticipating countries. However, the support of their headquarters and 
activities is funded through contributions from each member country. 

Combined Military Planning Staff Baghdad Pact.—The United 
States being a member of the Baghdad Pact Military Committee has 
agreed to contribute toward the support of the committee’s operations. 
The support is on the same basis as that provided other international 
military operations. 

The status of the U.S. obligations and U.S. expenditures for each 
of the activities under the International Military Headquarters and 
agencies program is as follows: 
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International Military Headquarters, U.S. obligations and U.S. expenditures 





























{In thousands] 
Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1958 1959 1960 
I TUE ee ee es aca wuenmeane $5, 549 $7, 500 $8, 000 
NATO International Military Headquarters. -_.......... 5,427 6, 250 6, 400 
NMSSA.. 170 

CROAL. 5ch dR. 92 1,000 1, 300 
CMPS, Baghdad Pact_......-- 50 70 
SEATO Permanent Planning Staff 30 30 39 
Expenditures, total 5, 395 7, 400 8,000 
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The $500,000 increase in the fiscal year 1960 estimate for the Inter- 
national Military Headquarters and agencies program is due to the 
increase in management responsibilities the international authorities 
have required the headquarters and agencies to assume. This trend 
can be expected to continue as a means of obtaining greater efficiency 
and less overall costs than if each country were to maintain separate 
management groups. 

NATO INFRASTRUCTURE 


The military assistance appropriation is the source of the U.S. con- 
tribution to NATO infrastructure, a multilateral program designed 
to provide facilities, for military forces assigned or earmarked for 
NATO commands, which would otherwise be beyond the financial 
capabilities of the individual NATO member countries. 

‘he Congress has provided in section 104(a) of the Mutual Se- 
curity. Act of 1954, as amended, that the United States may contrib- 
uate up to $1 billion to meet the U.S. share of this commonly financed 
program. 

Infrastructure was initiated by the Western European Defense Or- 
ganization prior to the establishment of NATO. That portion of the 
program to which the United States did not contribute was called 
the first slice. NATO infrastructure began with the second slice in 
1950, and has continued in annual increments or slices since that date, 

In the early years it was the practice of NATO to determine the 
amount of contribution each country could make through the process 
of negotiation. The basis for the negotiations chan ed as the mem- 
bership of NATO increased, and as the economic benefits of each year’s 
progres was determined. For the last several years the cost-sharing 

as remained static since no basis for change has appeared. 

The U.S. percentage of the cost of infrastructure (net of taxes) 
has dropped from 41.82 percent for slice II to 34.92 percent for slices 
VIII through XI, the latter being the program currently under de- 
velopment. 

Projects to be included in any slice are proposed by the NATO mili- 
tary supreme commands. They are carefully screened by the experts 
on the NATO International Staff, and after authorization by the 
NATO Council are constructed to the minimum standards established 
by NATO by country authorities on land contributed by the host 
country. 

Deine the course of construction the projects are inspected by engi- 
neers of the NATO Military Headquarters, construction experts of 
the international staff and representatives of the construction agen- 
cies of the countries concerned. Expenditures of international infra- 
structure funds are audited by a NATO-appointed board of auditors 
on which the United States has representation. The infrastructure 
operation of NATO is considered one of the outstanding accomplish- 
ments of international effort. 

Through the third quarter of 1958 NATO has authorized the con- 
struction of approximately $2.4 billion of construction in 14 NATO 
countries. Because of oy er seem location the largest volume of the 
work is in France, wi urkey, Italy, and Norway being next in 


importance. Against this authorization it is estimated that as of 
— 31, 1958, 57.3 percent or $1.4 billion will have been ex- 
pended. 
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The original NATO slice authorized only airfields and si 


munication soy te 
slice III. Jet 
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al com- 


War headquarters were added to the list in 
uel storage and distribution facilities were included 


in slice IV. Later naval facilities, radio navigational aids, training 


installations, and radar were included. 


Now NATO is studying requirements for NATO-financed storage 
facilities which cannot possibly be funded on a unilateral basis. Only 
by central storage arrangements can the requirements for reserve 
stocks be economically established and maintained. 


The status of U. 
structure is as follows: 


. obligations and U.S. expenditures for infra- 














Actual, Estimated, | Estimated, 
fiscal year fiscal fiscal year 
1958 1959 1960 
—— 
i peerees ee ak es aera Clee CSET E Om ne Meets teria $49, 990 000 $70, 000 
Cumulative one of yeet...: .-.8---t.<--ccqceaepeachac=nase 577, 551 647, 551 717, 551 
Expenditures: 
SE aio. inin headin nctesie com hn sdehtukd ovichnetighah ieee 60, 115 70, 000 70, 000 
CURB IVS OG Of BORE... <2 ganna gone nn cn dgepoceocee 452, 167 552, 167 592, 167 














Nore.—This table includes $51,000,000 for national use from MAP appropriation and excludes $140,000,000 
available from military functions appropriations. 


Additional program detail is shown on page 11 of the brown “Non- 
regional Presentation Book.” 


ACCESSORIAL COSTS 


With the exception of $7.6 million these costs are spread through 
the country programs in the presentation books to show the total costs 
of procuring and delivering material items and services, includin 
the packing, crating, handling, and transportation expenses, as we 
as overseas procurement and inspection costs. Individual military 
assistance accounts are maintained to reflect the costs of accessorial 
activities. They have been accumulated here to show the total costs 
involved in the delivery of military assistance items. 

This estimate includes, as a portion of the overall accessorial costs, 
the expenses involved in the maintenance and storage of MAP-owned 
equipment. The amount of $7.6 million is not distributed by country 
and is shown as a miscellaneous nonregional program amount in the 
detailed program listing on page 41 of the “Worldwide Summary 
Presentation Book.” 








{In thousands of dollars) 
Actual, ns, Estimated, 
fiscal fiscal year 
“98 (| 1980 | 1960 
Bey as Seen Seer nee $156, 711 $179, 700 $146, 000 
ee a San ie 164, 320 153, 742 150, 700 














The reduction in the fiscal year 1960 estimate is due to the reduction 
in the volume of deliveries planned for fiscal year 1960; the value 
of deliveries in fiscal year 1959 is estimated at $2.2 billion. The com- 


parable figure for fiscal year 1960 is $1.8 billion. It is the ratio be- 
tween these two amounts which establishes the fiscal year 1960 
accessorial costs estimate. 
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ADMINISTRATIVE EXPENSES 


The costs of administering and operating the military assistance S 
program are met from military department appropriations and the and 
military assistance appropriation, with the addition of services and | cow 
facilities, assistance-in-kind, furnished by some recipient countries, obj 

The military departments bear a large share of the total costs ( 
through furnishing required military personnel, equipment, and 
facilities to carry out the military assistance program. 

Typical expenses funded from the military department appro- 
priations are: 

(1) Pay and statutory allowances of military personnel in the 
field and in Washington ; is 

(2) Medical expenses, including facilities, of military per- 
sonnel and their dependents; 

(3) Approximately half the costs of the travel expenses in- 
cident to the change of station of military personnel; and -- 

(4) Operation and maintenance of facilities for personnel 


and for recreation. <> ‘ Tot 
Mutual security funds are used to pay for those additional admin- ye 
istrative and operational requirements which are not met by the Pa} 


equipment and facilities furnished by the military departments. 
Such requirements generated by the military assistance advisory 
groups (MAAG’s) and other overseas activities, as well as depart- 


mental operations, must be clearly identified as additional to normal Pe 
service programs in order to qualify for mutual security funds. The _ 
costs of administrative activities concerned exclusively with the mili- A 
tary assistance program in the Office of the Secretary of Defense, and AN 
in the military departments, including US. field organizations (Air p 


Materiel] Command and Air Training Command), qualify for mutual 
security funding as do the costs related to the support of the MAAG’s 
and the given regional groups overseas. 

The regional groups are the Office of Defense Affairs of the U.S. 
Mission to NATO and European Regional Organizations (USRO), 
and the military assistance elements of the unified commands, 
CINCEUR, CINCPAC, and CINCARIB. 

The administrative support furnished the MAAG’s is supplied in 
large part in many countries by the U.S. embassies, thus avoiding 
duplication of support functions. The Department of State is re- 
imbursed from military assistance funds for the support rendered. 

The Bureau of the Budget has established the allowance for ad- 
ministrative expenses for fiscal year 1960 at $25 million or at the same 
level as established for fiscal year 1959. 


meme OOOO SS 











{In thousands] 
Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1958 1959 1960 
SRE EES REINO AEE LS eee $21, 816 $25,000 | ¥" FF $25, 000 
SS Se a Sr eee 20, 001 24, 000 25, 500 














This program is further described on page 4 of the brown “Non- 
regional Presentation Book.” 
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Supporting schedules showing the distribution of administrative 
and personnel costs and average personnel strengths by individual 
country and activity, and comparative summaries of obligations by 


object class follow: 


(The schedules referred to are as follows :) 


DEPARTMENT OF DEFENSE 


Comparative summary of direct obligations by object class, administrative 
expenses, military assistance program 


TOTAL, DEPARTMENTAL AND OVERSEAS 















































Actual, 1958 Estimate, 1959 Estimate, 1960 
Num-} Amount | Num-| Amount | Num-| Amount 
ber ber 
MILITARY PERSONNEL 
Total number of permanent positions_-__........ ff 2 aS i) ee 2, 1B tise ccet 
Average number of permanent personnel_....... Si 5 ee Ef RMB Ake ht i WE idinectaxocoion 
Average number of military personnel. --......-- o> 5 eae re a RID becinccwmax 2% 101.4....3 a 
Payment above basic rates, military personnel: 
Cn eamammditohaninien $2, 538, 064 |....... $2, 755, 243 }....... $2, 757, 421 
Total, military personnel. -...............- 2,123 | 2, 538,064 | 2,129 | 2,755,243 | 2,101 | 2,757, 421 
CIVILIAN PERSONNEL 
Permanent positions, United States............- 1,319 | 7,716, 487 | 1, 258 | 7,766,951 | 1,241 | 7,665, 328 
poe RS et ee Ea ae 99 612, 944 68 369, 559 53 243, 235 
Net permanent personnel, United States.._.._-- 1, 220 | 7, 103, 543 | 1,190 | 7,397,392 | 1,188 | 7, 422,093 
Average permanent local personnel... -........-. 462 328, 572 461 407, 870 457 414, 357 
Average part-time and temporary personnel... - 1 13, 897 3 32, 500 3 32, 500 
Average employment all civilian mnel___... 1, 683 | 7, 446,012 | 1,654 | 7,837,762 | 1,648 | 7, 868, 950 
Regular pay in excess of 52-week base...........|...-... 26, 063 |....... , 202 |....... 29, 307 
Payment above basic rates, civilian personnel: 
Allo EE te Se A a EE SE ST ES SR 249, 420 |....... 310, 882 |_...... 309, 232 
Overtime and holiday pay 133, 575 |....... 147, 542 |_...... 138, 486 
Total, civilian personnel. -...............-- 1, 683 | 7,855,070 | 1,654 | 8,323,478 | 1,648 | 8,345,975 
DIRECT OBLIGATIONS 
ee anes SEE PRA ARR EE 10, 393, 134 |.-..... 11, 078, 721 |.-.-... 11, 103, 
a RR APT SRE PETS Vas |? ARS 360, 331 |....... 4, 688, 756 |......- 669, 356 
03 Transportation of things._............-...--]--.--.. 1, 690, 837 |......- 1, 758, 657 |.....i. 1, 694, 111 
04 Communications services. ..............-...]--.-.-.  ) ») ae 81, 82, 140 
05 Rents and utilities services_.........--...--|-..-.--]| | 43, 265 |.-.-.-. 49, 49, 694 
06 Printing and reproduction am is RRA ¢ > 70, 75, 100 
07 Other contractual services. .............-..-]-..---- 5, 335, 607 |.....s 5, 848, 5, 830, 290 
Services performed by other agencies_-.|-...... (4, 857, 251)}....... (5, 300, 000) }......- (5, 300, 000) 
08 Supplies and materials.....................-}.-.---- 678, 566 |.....-. 559, 450 j....... 555, 030 
OO IN i ES ic nncnnntcebidhibel <tecnens.|. GE GES Lncecee 395, 299 }....... 448, 784 
.  -  - "ites TC See Tae h akan ae RES (85, 740)|.....-- (75, 620) 
Be Re Io cniccenccecnsnencscceckouncaas SEES Po eonccln ocoeutanceksen2s0dionaeanaies 
ee ee ee en eae Se Pe EE Se es ee 
Retirement contribution...............- 476, 807 
13 Refunds, awards, indemnities 
15 Taxes and assessments.....................- 
Total, direct oblications_-_............-..- 
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Comparative summary of direct obligations by object class, administrative 
expenses, military assistance program—Continued 


DEPARTMENTAL AND U.S. FIELD, MAP (INCLUDES U.S. REGULAR ORGANIZATION) 





































Actual, 1958 Estimate, 1959 Estimate, 1960 
Num-| Amount |Num-} Amount | Num-; Amount 
ber ber ber 
MILITARY PERSONNEL 
Total number of permanent positions... .......- oo eee RPh S.2....... oe ee 
Average number of permanent personnel........ 098 Jaswascvnves 205 tons cewesces Se 
Average number of pomperary duty pasand.. a 1 Sr Sees eee Meese SE 
Average number of military personnel. ---....-- ff Bera i a ae ee ee 
Payment above basic rates, military personnel: 
| CL RO eS: KE $25, 108 j....... $29, 400 |....... $24, 800 
Total, military personnel. --.............- 196 25, 108 205 29, 400 201 24, 800 
CIVILIAN PERSONNEL 
Permanent positions, United States._..........- 1,050 | 6, 442, 516 983 | 6, 453, 194 966 | 6,340,824 
DeREE WEDS 60.0. ce cower cows dost 550 -peuncceses 543, 957 45 323, 28 201, 124 
Net permanent personnel, United States..; 964 | 5, 898, 550 938 | 6, 129, 954 938 | 6, 139, 700 
Average permanent local personnel é 5tbctbeddsedchateneledamsuedeeniecesensiocdeccescastaislediccdtastiiees 
Average part-time and temporary personnel - - -- 1 13, 897 3 32, 3 32, 
Average employment all civilian personnel _- 964 | 5, 912, 456 941 | 6, 162, 454 941 | 6, 172, 200 
—— to other agencies for reimbursement. 

i ace Sei IER CARS Lea ee Ee es ee AY ee ee 
Regular pay in excess of 52-week base_.......-..|-..-.-- |) | ae ee eee 23, 862 
Payment above basic rates, civilian personnel: 

| RRS eae eee ee eee ee SUE eee 50, 200 }....... 46, 400 
Overtime and holiday pay.........-.--.....j-..--.. 118, 740 }.._.... , O35 j...-... 120, 000 
Total, civilian personnel --..--.-..-.....-- 965 | 6, 093, 705 941 | 6, 365, 140 941 | 6, 362, 462 
DIRECT OBLIGATIONS 
ks ee ee Beene 6, 118, 813 |....... 6, 394, 540 |.....-- 6, 387, 262 

GRO Ye ee Sy PSs Paes 707, 074 |....... $26, 757 }....--- 863, 377 
03 | ae ene; Cone ef aeeee 16,000 |...-.-..- 18, 000 
04 Communications services_._................ 55, 439 7, 000 
05 Rents and utilities services. __.__..........-- 1,000 
06 Printing and reproduction--_-............_-- 000 
07 Other age — deat caine al 000 

orm: SSS SE SRS SEE, RS Re ee se BSS 
08 Supplies and materials__._...... 000 
oe a eee 500 
11 Grants, subsidies, and contributions dal ol 

eo ge contribution........ 000 
13 Refunds, awards, indemnities__- 700 
15 Taxes and assessments tt EE 461 
Total, direct obligations _--................ 300 
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Comparative summary of direct obligations by object class, administrative 
expenses, military assistance program—Continued 





























OVERSEAS 
)N) Actual, 1958 Estimate, 1959 Estimate, 1960 
80 Num-} Amount | Num-| Amount | Num-| Amount 
ber ber ber 
int MILITARY PERSONNEL 
— Total number of permanent positions...........} 1,997 |.....-.--..} 1,988 |_..-..--...| 1,983 |..-...---.- 
Average number of permanent ee SY )6 6h SS LL eee EO 
Average number of temporary duty personnel --_|-__....-}.....------].-.----}----.------}--2----}-e eee 
Average number of military personnel. -_......_.} 1,927 |.......---.] 1,924 |_...-..--..} 1,900 }.....--.-_- 
“som Payment above basic rates, military personnel: 
aie Station allowemoes..................-.......5- 732, 621 
7 Total, military personnel--..--...........-- 2, 732, 621 
aedl CIVILIAN PERSONNEL 
300 Permanent positions, United States_...._......- 269 | 1,273,971 | 275 | 1,313,757 | 275 | 1,324, 504 
— BOOGIE UNIS AN bac cavcnscabWawernssocwendssscus 13 68, 987 23 46, 319 25 42,111 
Net permanent personnel, United States_--.._._. 256 | 1,204, 084 252 | 1, 267, 438 250 | 1, 282, 393 
34 Average permanent local personnel... -........--. 462 328, 572 461 407, 870 457 414, 357 
24 Average part-time and temporary personnel. .-.}_......|.....--.---]...----}--.-.------]--.----]----.-.---- 
vie Average employment all civilian A mmr aaa 718 | 1, 533, 556 713 | 1,675, 308 707 | 1,696,750 
00 —— to other agencies for yuebeensaans 
_— Regular iin... ‘sdiidodes= 7 2, 456 |---| 3,841 |---| 5,445, 
00 Payment above basic rates, civilian personnel: 
00 Po a SS ES Pe 210, 518 |......- 260, 682 |_.....-. 262, 832 
Overtime and holiday pay..-.-........2--.-]...---- 14, 835 |......- 18, 507 |....... 18, 486 
62. Total, civilian personnel. _-..............- 718 | 1,761, 365 713 | 1, 958, 338 707 | 1,983, 513 
00 DIRECT ORLIGATIONS 
adh 01 Personal services..............---.----------]------- 4,274, 321 |.......| 4,684, 181 |... 4, 716, 134 
62 i, SUE ERNE 9 eS Ress 8, 652, 257 |_..-..-. 3, 861, 999 |....._- 3, 805, 979 
iad @ -Trensportation of things... .-....... <2... 2Joccsece 1, 673, 275 |....-.- 1, 742, 657 |...-..-- 1, 676, 111 
04 Communication services----_................]...-.-- 28, 302 |...-..- 24, 510 |__.-..-. 25, 140 
05 Rents and utilities services..................].....-- 41, 833 |_.....- 48, 705 |......- 48, 694 
62 0¢ Printing and reproduction._-...............}--.---- 5, 802 }......- 5, 100 }__....- 100 
4 07 Other contractual services... ..........-.-.-}--.--..- 5, 237, 211 |......- 5, 736, 834 |....... 5, 720, 290 
00 Services performed by other agencies_...}____-._- (4, 857, 251)}_..---- (5, 300, 000) }......- (5, 300, 000) 
00 08 Supplies and materials......................}....--- 654, 153 |......- 534, 510 |_.....- 530, 030 
00 i RS eee eee wee 443, 785 |_..-..- 351, 739 |.....-- 400, 284 
00 iy US eee eee ee ere eee (85, 740) }_....--. (75, 620) 
00 10 Lands and structures... ...........-..6...--}......- pO een arenes RAF a") 5 ae 
11 Gramée, cumeidies, ame Gobtribatiens. 4s cc cc chiwvicccadunctacacecclesdccectevyswiwnbecnddcuidilee-ce- 
00 Retirement contribution..............2-|--.-.-- 67, 284 }......-. 76, 508 j....... 77, 807 
00 13 Refunds, awards, indemnities_..............}.....-- , ee 4, BBA. vacances 1, 100 
oe 15 Taxes and assessments..---.--......--....--]--.---- 6, 479 |_..-..- 2, 157 }....... 031 
am. Total, direct obligations. -.-..............-}--.--.- 16, 113, 733 |_....-- 17, 070, 000 |__....- 17, 013, 700 























} Sj) ss 
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MAP administrative eapenses 


{In thousands of dollars] 



























































2 Represents gross obligations. Net obligations fiscal year 1958, $21,816,000, 


Fiscal year | Fiscal year | Fiscal year 
1958 (actual) 1959 (esti- 1960 (esti- 
mated) mated) 

Departmental and field (United States), (includes USRO)--_- $7, 518 $7, 930 $7, 986 

Overseas: 
Commander in chief, Snnpe. ee ne Re Soe ey ore 565 577 580 
epi abaanedlaene: 8 SRS AINE £5. PEE AP CRT: 434 488 451 
SS. Ee ea Se SS ee 233 239 240 
a EOE 2 dowacinn 55 157 198 
DD ichnt iti nibdantipaiepeckpstoess asbsnanncantheudbth 75 748 736 
ED Ralinnincsinnnndchbiiiahotuncenncepte Sdsdecsse< 367 397 364 
eT SS AS ET ENS SE Se aRES 691 667 631 
i AR lat I Ie Emme enes 316 280 268 
| OSES Sy Ce ee ae ae a eee 93 | 
EES Ss oe eR Pee ee ee. eee 611 580 600 
0 EER Te ee en ene 7 44 50 
OE LL I RE: SER AE SEE PS NE 322 237 279 
tel EE PE ee ee eee 282 293 312 
NEE SS) eee ee ae ee 401 439 529 
Si i<5 SRL dhe cand Miin hon > Seibel <ossiine txeengee 292 257 247 
NR, ARE cb Bik Shes icc LER~ ood i abe ghandekh<=Senees 344 365 397 
ER sededietin gin wade diesen <br Gils -=<eennas 721 759 821 
8, Onan, wer enpnepmeneirenannted ror? 130 145 191 
RL A ee ek ek Lt  ionenaiinns 107 Sy ee ene til 
Rye, GE, POONE PONE... n,n ccncccsecsnen datas 33 68 71 
6, 709 6, 859 6, 960 
222 356 387 
281 316 327 
633 752 887 
169 253 570 
500 467 471 
1, 567 1, 700 972 
467 501 490 
592 412 531 
37 44 41 
4, 468 4,801 4, 676 
33 52 56 
4 3 3 
2 3 3 
1 A densnonessodiin 
31 } See 
2 4 4 
1 2 2 
1 2 2 

(1) Q) ® 
1 5 5 
3 3 3 
79 110 78 
11, 256 11,770 11, 714 
18, 774 19, 700 19, 700 
ee  cniclediingiiiinthnonhomninedume mein 4, 260 4, 300 4, 300 
| EE a Sa ee ESE ARE! 1,000 1, 000 
EARS Rae ek nee ere manny ne EE eR TeTS 2 23, 632 25, 000 25, 000 
1 $500 or less. 
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Average personnel strengths, MAP administrative expense 










































































































































































a Fiscal year 1958 Fiscal year 1959 Fiscal year 1960 
year (actual) (estimated) (estimated) 
sti- 
1 
) Mili-| U.S. | Lo- | Mili-} U.S. | Lo- | Mili-| U.8.| Lo- 
: tary | civil- | cals!) tary | civil-| cals‘| tary | civil- | cals! 
7, 986 ians ians ians 
580 Departmental and field (United States): 
451 Departmental: 
240 Army ae fe 7 ee 55 | 405 |-..-.. 55 | 405 j...... 
198 Nav 4] 152 |-...... 34} 144 34} 144 |_..... 
736 Air Force. 32} 115 |---.-- 32} 120 32] 120 j...... 
364 OSD (including USRO)--.-....-...... 63 | 150 |.---.- it ee 9 eee 68 | 154 j|_.... 
631 
268 Total. 184 | 853 |---... 193 | 823 189 | 823 |.....- 
<ul Field, United States (Air Force).......... i> ft pa} ea 32 E Eibhennse- 
600 
50 Total, Zone of Interior_................- 196 | 965 205 | 941 201 | 941 }...... 
279 
312 Overseas: 
529 Commander in chief, Europe... -..........-. 82 82 
247 Belgium. 72 64 
307 Denmark 38 37 
821 Ethiopia 7 23 
191 France 90} 30 |---... 84 
wien Germany. -_| 90 a ceo! |e 
71 Greece -| 146 ge 120 
as ied... 18h" 10 
960 raq.. 
ae Italy. 84 17 86 one 83 hh ae 
387 Libya_.-..- 14 1 14 1 14 Pe 
327 Netherlands - 47 P toaotiee 48 7 levievan 48 ff vane 
887 Norway. -.. 55 7. Saloneel 50 TT Dngemies 51 Ly =e 
570 Pakistan... -. 60 B fame 69 D hisane 69 . =e 
471 Portugal | 2 45 \ & Sees , 2» ae 
972  _ a? Tea 85 > ea 85 a 
490 urkey___-.- 149 23} 100; 140 17| 103] 137 15 99 
531 om... 19 } Saen 26 9 25 
41 U.S. element, Baghdad Pact.............. 6 1 6 » 9, sided: 6 _ ) Gee 
4. 676 Subtotal, Europe and Near East........ 1,166} 218 | 100 1,126} 209] 103 |1,105| 208] 99 
~ 56 Commander in chief, Pacific... Oy eis ae or... 
3 CR anchccnsidena<enpedvasdueanicest EE Eipenctisaianel ) il icbeeebehoe _ a Se 
3 ee _ ee rey eer 114 iy 114 SE Taaneme 
— lhpeoniuenenekenannmbuinandh anda 56 12 6 56 12 6 
ie ER A add od cocanchoowccqoucusnth 63 7 8 63 7 8 
4 Rae AR RR at Le a es es  - 344 | 257 |_.---- 344 
2 Pink ois stcigndinconhiemean Steines 67 | et 70 | Dae 
2 Lc a 2 ee EE Pen BE Nncwnnsl-<oars BE cng cide 
SEATO Permanent Military Planning a ‘ . 
|) RS en ees a eee eee a | ee ee oe | a em 
3 —— 
seating Subtotal, Far East and Pacific....-..... 755 38 | 362] 791 43 | 358 | 795 42 358 
78 
et Commander in chief, CARIB (including 
1, 714 Chile, Colombia, Cuba, Ecuador, Gua- 
a= temala, eceemaenges Nicaragua, Peru, 
9, 700 BY)...---.----~-------------------]------|------]------]--20--]------]------]---- --]------]------ 
4, 300 Dominican Republic............-.-...--.- | REE) a ceiet » |) Rs Same See Siac” Weed 
1, 000 
—— Subtotal, Western Hemisphere. -......-. ie cckediictnnati T Einaontisenasstousieliaewsetivaignan 
000 
s OR GI iis cn ccnnconasabsasinst 1,927 | 256 | 462 |1,924 | 252] 461 |1,900| 250 457 
Total overseas and departmental....-_-- 2,123 |1,221 | 462 |2,129 {1,193 | 461 |2,101 [1,191 457 
































1 Excludes State Support direct hire locals, 
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MAP average personnel strengths, fiscal year 1960 (estimated) 



































Administrative Training Total 
Country 
Mili-| U.S. | Lo- | Mili- | U.S.| Lo- | Mili-| 0.8. | Lo- 
tary | civilian} cal! | tary | civil-| cal! | tary | civil-| cal! | Total 
ian jan 
64 oe cscs 74 
37 7 44 
33 3 66 
84 30 114 
73 30 40 227 
120 | Set 167 
51 \ 76 430 
83 iy eee 98 
14 _ eee 15 
48 a 55 
51 Cg ee 58 
69 ) ee 70 
43 7 iascon 50 
pain 85 ges 126 
ES SEES ea SURGE See 137 62 | 204 675 
SS Fa ae 25 twee 34 
U.S. element, Baghdad Pact__..... 6 a eat he s 
elit STIS SS: LTR Me TOS EES 1 1 386 
ag Se i I Mie ig RAR SRR Ce Se fgg erate. a Sete 60 
fl SS Ee 114 te ata 234 
8 RS OER SES TSS ee ae 56 104 | 750 | 2,652 
| eR SSeS ts. 63 7 8g 78 
, RA ee ee ge Om Fee og Se ee og eee 344 | 1,946 
SEM Rieti ttaiall 70 + iy ae Fe 247 
. SS) é. Se re es cokeseondl” “SEN [soaenntaneinel’ SEN tceewchiocnagt 602 
SEATO Permanent Military Plan- 
i lS, EE aR dy 7 Cn aL tert TT Sanenes inant 7 
RES ct) Se Bak 1,770 217 | 457 | 5,089 | 164] 966 /6,809 | 381 {1,423 | 8, 613 
Commander in chief, Europe._.---.- 82 4 A OO 2S 83} 638 ].-..... 115 
ee EEE SR OE ee ee ee Cs og ehh, ee ee 48 
Total overseas._........-..-- 1,900 250 | 457 | 5,039 | 164 | 966 |6,930 | 414 |1,423 | 8,776 
Departmental: 
Rh I 55 Be ne eat es a acdae 65 | 405 |...-... 
_ Sa ie aE es 34 sce REE, SR RES 34] 144 /-....-.- 178 
ll CE SIS tS a ae 44 i Bw Le OR IR eat 44) 288 |-....- 282 
OSD (including U.S. regular 
@panweeteon) _.........~.-...2- 68 ke Ct ees Rat Be 68 | 154 |_-..-- 222 
Total departmental_.......| 201 OO tee RRS De ect be Rta 201 | “GE's... 1, 142 
— ) Sa 2,101 1,191 | 457] 5,039 164 | 966 [7,140 |1,855 /1,423 | 9,918 
(3, 749) (6, 169) 



































1 Does not include locals hired through State direct support. 
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MAP mission training ewpenses* 
ric. [Im thousands of dollars] 
otal 
Fiscal year Fiscal year 
seal 1958 (actual) | 1959 (esti- 1960 (esti- 
mated) mated) 
74 
4 
66 Commander in chief, Europe area’ 
114 p TTT SD AUC SRG MELE ee Me Pree re $242 $344 $376 
227 GT bentmasdlrdedectiincudnuntienetrrodseamaneuned 418 673 302 
167 Pei Lscadiincshasicataunsesdeitoemnncsbhsnadeiediatd 118 198 243 
430 FATT aS ee ORG LONE eee ENE CS CPT 698 1, 347 824 
98 RP OS Se eR att “ieee mie EGS eT KARE 1, 159 1,715 1, 586 
15 SpGl Gch 5- BALL AREA SIT. h ae 43 ns 
= ha att late Aawesemnar needled Lea cnet Et Metts AM toed 1, 816 1,913 2,115 
bs Subtotal, CINCEUR area..........-.2 2222-22-22. 4, 494 6, 303 5,514 
126 Commander in chief, Pacific area‘ 
675 PE eR anise Ree CA aor ees eS RES SRS REE 595 732 620 
34 kee SS cite hin dedi! oh ing oldie « Winans 2,678 4, 853 9,012 
8 by eee ALE BEAT LOMB LABS ad 4, 367 8, 584 4, 282 
386 Thaitend, 3 igtde>~ndsseo- 42. ‘ 1,390 1, 284 1, 251 
a WORN od tdlees anes cdcnctsn Seicshoaehdab dens Oahe ad sadcaonl 1,073 1, 269 1, 280 
<— Subtotal, CINCPAC area_..__...-...--..------....-.-- 10, 103 11, 722 16, 445 
‘. Grand total obligations. ...............---..s--.----..-- 14, 597 18, 025 21, 959 
692 
, | As defined in Department of Defense Instruction 2110.16, project account 414. 
613 Average personnel strengths, MAP mission training 
115 
48 
— Fiscal year 1958 | Fiscal year 1959 | Fiscal year 1960 
dis. (actual) (estimated) (estimated) 
460 Mili-| U.S. | Lo- | Mili-| U.S. | Lo- | Mili-| U.S. | Lo- 
178 tary | civil-| cal? | tary | civil-| cal! | tary | eivil-| cal! 
282 ians ians 
222 
|, 142 eg8oO) SUN Oe Bie ad eo KUOLLRCL 
i | a ee ies ed Oe 
202 6} 76} 228 4) 76) 295 4 76 
nani 341 2 1| 388 1 384 1 1 
WMe21 bs. YORE ee ("eee Eaten 
258 | 821 103} 254] 74] 103} 272} 47] 105 
Subtotal, Europe and Near East-......-. 1,023} 93} 251 }1,070} 81] 230 }1,124| 54] 222 
Commander in chief, Pacific area: 
TN MSS ALTE S Rl EID BR 13} 19 |..---. 81 | ea a a | ee 
TAGE Oat BILE ESE OP AER, 1,898 | 69] 681 |1,631 | 71 | 739 |1,742 744 
pte LEIS GUS Br eeey een cree es ew | Sf aer, meer 1, 378 }..-...}.....- 1,348 }is.a--}oo-se- 
Iw aloha sedate. banda coutook cegiiieedies | 9 eee gee ) ty Sait, Hebe BF OvSR ere 
ETE PAY FS FT ATE Pe GSH. 45400) 5 2 678 FG en 7 SLL LLoL. 
Subtotal, Far East_.......-.-.....-.-.-- 4,191 | 88] 681 |3,846| 89] 739 3,915 | 110| 744 
vb |) Saree py haart 5,214 | 181 | 932 4,916 | 170] 969 |5,039| 164 | 966 
1 Does not include locals hired through state direct support. 
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Mr. Smaw. Mr. Chairman, these schedules are schedules similar 
to those submitted to this committee in prior years and I am willing 
to analyze them with the committee if that is required. Otherwise, 
that completes the statement. 

Chairman Morean. Thank you, Mr. Shaw. 

Mr. Shaw, we will proceed with the other witness and then the mem- 
bers will direct questions to either one of you as a team. 

Mr. Kuss, you have two statements here. You proceed in whatever 
order you wish. 


STATEMENT OF HENRY J. KUSS, JR., CHIEF, OVERSEAS RESOURCES 
DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Kuss. I think I will take up the basic programs first. 

Mr. Chairman and members of the committee, this statement pre- 
sents the fiscal year 1960 military assistance program requirements in 
support of aircraft modernization, and missiles, which is on page 5 
of your book ; mutual weapons development, which is on page 9; credit 
sales assistance for the NATO Maintenance Supply Services System, 
which is on page 12; the oversea internal security program, page 13; 
and the weapons production program on page 14. 

All of this assistance is directly related to the improvement of 
country capacities to provide for future materiel requirements with 
the exception of the oversea internal security program which I shall 
discuss later. 

A chart was referred to.) 

n previous testimony, the military assistance program was de- 
ocntecn as having several basic aspects, among which were the deter- 
mination of requirements, the consideration of country resources to be 
applied in meeting these requirements, and finally the selection of the 
proper form of assistance to meet the deficiency resulting from this 
pr arg of requirements and resources. 

These three basic steps form our target for the application of U.S. 
authorizations and apropriations for military assistance. The center 
of such a target is not a simple matter to construct, however, since 
it is dependent upon the dynamic factor of country resources. We 
have found through numerous assistance efforts over the last few years 
that military assistance itself can be applied as a catalyst or stimulus 
for the improvement of the country capabilities to meet its own 
ey ama and thus work toward reduction of U.S. assistance in 
the future. 


NATO MAINTENANCE Suppty SERVICES AGENCY—CrREDIT SALES ASSISTANCE 


In the last several years European countries have been assuming an 
increasing share of the maintenance costs of their conventional equi 
ment as the United States increased its modernization assistance. In 
the belief that an ability to pay for the required materiels could be 
peeeres by a credit sales program, pieces | inventory costs prior to 
delivery or spreading payments over several years, the Congress was 


requested to provide such authority in fiscal year 1958. Such credit 
assistance was provided to individual countries in fiscal year 1958 
in the amount of $94.6 million, and in fiscal year 1959, in the amount 
of $22.9 million. 
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It is anticipated that about $75 million in credit assistance may be 
provided during fiscal year 1960. The program we are talking about 
today is included in this $75 million estimate. It is a nonregional 
program of $25 million. The balance of the request is included in 
country programs. 

In suidition, several country programs may provide some potential 
for further credit sales. It is not possible to predict the exact volume 
of such additional sales since they will depend upon the outcome of 
negotiations and the extent of country willingness to buy. 

ith regard to this nonregional program, the United States has 
also encouraged the cooperative efforts of NATO countries where 
such group action is more economical than individual action. These 
roup efforts have resulted in the creation of a NATO Maintenance 
upply Services System whose first priority is the ee ase of 
NATO-supported supply a yo for aircraft and vehicles which 
were previously supported by the United States. 

These efforts to improve European self-support in the long run 
can be aided in fiscal year 1960 by provision of US. credit assistance 
to cover purchases of equipment in advance of individual country 
stock withdrawals. Provisions of such assistance will also allow the 
nations cooperating in this NATO Maintenance Supply Services 
System to amortize the cost of required capital contributions over a 
3-year period, thereby increasing the effective use of their annual fund 
resources. 

For these reasons, we are requesting authorization and appropria- 
tion of $25 million in fiscal year 1960 for credit sales assistance to the 
NATO Maintenance Supply Services Agency. 

The next program that helps to narrow down the center of the 
target is the weapons production programs. 

Whereas credit assistance improves a country’s ability to finance 
their required military items, the weapons production program is 
designed to improve a country’s basic capabilities to use its own man- 
power and material resources in order to produce material to meet 
mutual security objectives. In this way, U.S. assistance is limited, 
in most cases, to technical assistance required, American production 
and test equipment, and critical U.S. produced components, which 
would otherwise require foreign exchange purchases. 

U.S. encouragement of NATO efforts to develop a coordinated pro- 
duction program are expected to reach the snpileanebitation stage in 
fiscal year 1960 for several hundred millions of dollars of modern 
weapons production financed by NATO countries, covering such items 
as the Hawk, Sidewinder, and several antisubmarine devices presently 
under consideration. 

For these reasons, we are requesting $20 million in fiscal year 1960 
for weapons production assistance. This compares with obiligaliotis 
of $4 million in fiscal year 1959 and $11 million in fiscal year 1958. 

The third pressure point on the center of our target is the mutual 
weapons development program. 

While these two previously mentioned forms of assistance are aimed 
at the purchase or production of required materiel, the mutual weap- 
ons development program provides assistance for the development of 
items especially suited to the needs of our European allies and which, 
In most instances, are less epensive for them to manufacture, operate, 
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and maintain than corresponding weapons of U.S. design. Over and 
above this improvement in country capability to support itself, this 
program more than returns the U.S. investment in it through the ex- 
change of technology which takes place between United States and 
allied research and Sovalbeaiiatt organizations. 

For these reasons, we are requesting $40 million for mutual weeposs 
development assistance in fiscal year 1960. This assistance will be 
applied to development and technical assistance projects presently 
ar consideration valued at twice this amount. Comparative 
amounts in fiscal year 1959 and fiscal year 1958 are $40 million and 
$36.5 million, respectively. 

The last part has been included in this group, aircraft moderniza- 
tion and missiles, because part of it aids in narrowing down the de- 
ficiencies which we must look forward to. All of the programs men- 
tioned so far concern themselves with assistance going Immediately to 
friendly nations. 

In fiscal year 1959, the Northrop Aircraft was requested to initiate 
development of a fighter aircraft named the N-156, giving specific 
consideration to future allied aircraft modernization requirements 
and the need for military weapons with reduced maintenance and 
operating costs and higher safety factors. Such an aircraft is being 
jl va as an outgrowth of developments for a new USAF jet 
trainer, the T-38. Total development costs for a fighter aircraft suit- 
able for allied production and use will be about $31.8 million of which 
$14 million has been programed in fiscal year 1959, Another $11.8 
million is being requested for this project in fiscal year 1960, the bal- 
ance of $66 aaiiben to be requested in fiscal year 1961. 

In addition, this project covers $24.4 million for the modification of 
existing aircraft and Nike missiles to improve their performance. 
Distribution of these amounts by country will not be possible until 
specific modifications and Nike battalion assignments are developed. 

Thus the total request for the aircraft and missiles modernization 

rogram in fiscal year 1960 is for $36.3 million as compared with 

20.2 million in fiscal year 1959 and $76.9 million in fiscal year 1958. 
The item content of programs for these 3 years vary considerably. 

Before concluding my statement, I should like to refer briefly to our 
request in fiscal year 1960 for $6 million to provide special assistance 
over and above regular military assistance to internal security organ- 
izations directly under military control. The International Coopera- 
ion Administration provides assistance to police and similar organ- 
izations who are engaged in countering subversion but who are not 
directly under military control. While this is a small part of U.S. 
assistance, it is an essential element of maintaining internal security 
in countries which are under the more immediate threat of Communist 
subversion. 

That concludes my statement, Mr. Chairman. 

eam Moraean. Do you wish to proceed with your other state- 
ment 

Mr. Kuss. If you would like me to. 

My second statement refers to the administrative requirements for 
training for the fiscal year 1960. 

T am here to assist in supporting the fiscal year 1960 requirements of 
the mutual security program for the special training of key officers 
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assigned to work overseas; work in the carrying out of the foreign 
policy of the United States through the military assistance program. 

In view of the familiarity of this committee with the problems of 
running a mutual security program and the need for the type of 
training required to equip U.S. personnel for the job of managing 
such a program, I will not go into any detailed restatement of the 
reasons for establishing the Military Assistance Institute as part of 
our training program. 

I would like to just report to your committee that unified commands 
have already reported evidence of results from this training and that, 
in a recent trip that I took throughout the Far East, there were 
officers in almost every country who came up to me and said, “Thank 
you for your training.” 

They don’t know where they would have been without at least this 
minimum understanding of the job to be done. 

There have been certain questions raised, however, concerning the 
methods adopted by the Department of Defense to provide this train- 
ing. I feel it is important that these questions be discussed with this 
committee while it is considering the fiscal year 1960 authorization for 
mutual security. 

I would first like to very briefly summarize the background and 
actions which took place prior to the initiation of any actual training 
operation. 

The Armed Forces Policy Council concurred in the establishment 
of an orientation and training course for MAAG personnel after com- 
plete staffing within the three military departments, the Joint Chiefs 
of Staff, and the Office of the Secretary of Defense. 

Policy, curriculum, and administration of the course were developed 
and implemented in accordance with recommendations developed 
after 2 years of careful study which included worldwide consultation 
with MAAG chiefs, returning MAAG officers, commanders of unified 
commands, and other interested Government agencies—Department of 
State, ICA, USLA, CIA, and FBI, who ran similar types of pro- 
grams. 

The policy, management, and budget estimates are matters of con- 
gressional record in Sa before the Committee on Foreign A ffairs, 
House of Re resentatives, H. R. 12181, pages 99, 103, 139, and 325, and 
hearings before the Committee on Foreign Relations, United States 
Senate, 85th Congress, S, 3318, pages 130 to 137. Particular attention 
should be given to DOD Instruction 2110.25, February 20, 1958, which 
outlines the authority, purpose, objectives, policies, procedures, re- 
sponsibilities, advisory counsel and administration for the MAAG 
training course. 

In accordance with congressional understanding and approval, the 
first group of MAAG aon commenced training on nae Ha 2, 
1958, at the Military Assistance Institute in Arlington Towers. 

Interest has been expressed in (a) Arlington Towers as the location 
of the school, and (b) operation of the school by contract. 

With reference to the location in Arlington Towers, after a thorough 
search of existing facilities within the proximity of Washington, 
D.C., the three a ihery departments and the Office of the Secretary of 
Defense concluded that suitable facilities were not: available. Cost 
factors for Arlington Towers have been thoroughly reviewed by the 
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Acquisition Branch, General Services Administration, and determined 
to be in consonance with established rates and policies. 

Location in the proximity of the Pentagon, and particularly in 
Arlington Towers, was deemed advisable in order to make full use 
of personnel and facilities of other Government agencies essential 
to the operation of the school. For example, the Foreign Service 
Institute of the Department of State in Arlington Towers renders 
assistance and instruction. 

Top level lecturers are provided by numerous Government agencies, 
particularly Department of Defense in the Pentagon. Student re- 
search and policy conferences, as an essential part of the instruction, 
necessitates access by students to downtown Washington offices and 
the Pentagon. Thus, location of the school many miles from the 
heart of Government would abrogate one of the essential purposes 
for which the school was established; namely, to provide firsthand 
policy information and guidance to key officers prior to departure for 
oversea assignments. Available quarters, as well as messing and 
parking facilities reduce Government overhead and travel. 

With reference to operation of the school by contract, many im- 
portant factors influenced the decision to contract for the instruction 
rather than to establish a Department of Defense Military Assistance 
College, which had been considered. 

First, training of MAAG officers, although currently deemed an es- 
sential operation, will not necessarily continue over a period of many 
years, particularly in this fashion. Should the need cease or other 
relangaamasa be feasible, the contract can be canceled without undue 
oss. 

Within the Department of Defense, every effort has been made to 
avoid building new agencies which are difficult to dislodge, once 
established. 

Second, there are a limited number of military and civil service 
personnel qualified in MAP or MAAG operations. It is not a 
career field for any of the military services. Thus, in the interest of 
reducing cost, and at the same time utilizing top level, experienced 
personnel, retired MAAG officers, as well as civilians with educational 
experience, were hired as the most qualified, available personnel. 

Tt should be noted that professional salaries average $9,000 a year. 
and clerical less than $4,000. This policy makes optimum use of 
our critical military assistance personnel experience and resources. 

Third, in the cold war, proper timing is often the difference be- 
tween success and failure. Based on the recognized urgency for im- 
proved MAAG training, an experienced contractor was selected as 
the most expeditious, economical means of providing first-class in- 
struction without delay. Thus, shortage of personnel, necessity for 
rapid action, and desire for economy were the determining factors in 
contracting for this operation. 

In summary, the Military Assistance Institute was established for 
the purpose of training officers to administer more effectively the com- 
plex aid program in some 40-odd countries. No other school provides 


the required type of instruction essential to the technical require- 
ments of MAP operations. The need for the Military Assistance 
Institute was thoroughly assessed prior to its establishment. The 
MAAGs and the Unified Commands expressed unqualified praise for 
the operation as currently conducted. It has resulted not only in the 
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lon a improvement of relations with foreign countries, but also 
will result in an actual dollar saving. It provides a most practical 
means for training military personnel in these complex assignments. 
On May 1, 1959, the school will have graduated 669 students going to 
40 different countries. 

We have also submitted to the committee a memorandum containing 
additional facts and figures on the institute. 

That is the conclusion of my statement. We will be happy to provide 
further details. 

Col. James Kaiser, who has worked closely with this military as- 
sistance and_training or for 2 years is also here with me to 
provide any detailed information desired. 

Chairman Morean. Thank you, Mr. Kuss. 

Without objection, this extra paper will be put in at the end of 
your statement. 

(The document referred to follows :) 


SUMMARY OF THE CURRICULUM AND METHOD OF PRESENTATION ON INSTRUCTION 
AT THE MILITARY ASSISTANCE INSTITUTE 


1. The mission of the course of instruction at the Military Assistance Institute 
is to provide training to personnel of the military services selected for assign- 
ment to duty with Military Assistance Advisory Groups (MAAGs). The train- 
ing is intended to insure that personnel are prepared adequately to administer 
the military assistance program (MAP) in order to further our national ob- 
jectives. 

2. The mission of the school requires training in the three major roles per- 
formed by a MAAG officer: (1) asa U.S. Department of Defense representative; 
(2) as a “people-to-people” ambassador; and (3) as a military assistance 
technician. 

3. To implement this mission, the program of instruction can be grouped into 
five general categories of instruction. 


(A) FIRST CATEGORY—GENERAL BACKGROUND 


Some subjects in the first category are the military, economic, and foreign 
policies of the United States; the operations of other Federal agencies composing 
the “country team” and their relationships to the MAAG and the treaties and 
laws under which the MAP operates. 


(B) SECOND CATEGORY—COMMUNISM AND THE COLD WAR 


This block of instruction consists of lectures on the strategy and tactics of com- 
munism: its philosophy, its objectives, and its techniques. 


(C) THIRD CATEGORY—MILITARY ASSISTANCE PROGRAM 


Category three deals with the policies, programing, types, and reporting systems 
of the military assistance program and the activities of the three services under 
the MAP. In this area methods are suggested by which difficulties may be over- 
come, if and when encountered, in the efficient programing, receipt, storage, and 
maintenance of equipment. Instruction is also given in a method of analysis of 
the host country’s resources to determine the maximum contribution the country 
should make in the buildup of their own defense forces. 


(D) FOURTH CATEGORY—-COUNTRY STUDY 


The ability of a MAAG officer to deal effectively with his counterpart in the 
host country requires a thorough knowledge of the country’s history, culture, 
and traditions. To increase this ability, the institute’s fourth category consists 
of a study of the people and visits to the embassies concerned, to viewing indoc- 
trination films, and to briefings—the latter by individuals who have lived in the 
country. The wives of the Military Assistance Institute students are invited to 
attend some of these classes, inasmuch as these wives necessarily will be asso- 
ciating with many segments of the local population of the host country. 
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(E) FIFTH CATEGORY-——TECHNICAL TRAINING 


Specialized training is conducted during the fourth week of the course when 
the class is divided inte three groups. One, composed of those who will serve 
on a staff, is given additional hours of instruction on the techniques of program- 
ing. Chiefs of a MAAG receive a higher level policy briefing on the country of 
their assignment from personnel of the several services, the Department of De 
fense, the Department of State, and the International Cooperation Administra- 
tion. The remaining students receive additional instruction on the customs and 
cultural institutions of the people of the country of their assignment. 

4. In presenting the instruction, lectures are given initially to the entire class 
on general background subjects such as foreign policy, military strategy, the 
organization and function of the U.S. Information Agency, and the world great 
religions, etc., by specialists from pertinent Federal agencies (Department of 
State, Department of Defense, International Cooperation Administration, Fed- 
eral Bureau of Investigation, U.S. Information Agency), and local universities. 
The students are later divided into regional groups (Far East—Near East— 
Europe—Latin America) and finally into country groups. This method of pres- 
entation gives first the broad picture, then regional aspects, and finally the 
problems as they pertain to the individual country. Instruction is given on such 
subjects as U.S. foreign policy, military strategy, and international treaties be- 
cause of the realization that a MAAG officer’s duty is not entirely military; 
he also has a quasi-diplomatic mission. As an officer attached to a MAAG, he 
will be dealing frequently with the highest ranking military and political offi- 
cials, and will rub elbows with “the man on the street.” Each of these may 
ask questions which are far afield from everyday military matters. The an- 
swers to such questions must be forthcoming. 

5. The average class consists of approximately 100 students stationed in 14 
to 24 foreign countries. Dividing the class into this number of small groups 
obviously requires many more man-hours of instruction than any one student 
receives. For example, during the class in March, where students were assigned 
to 14 different countries, the instructional workload totaled 548 man-hours. In 
the April class, with 24 countries represented, the total man-hours will be 
greater. To instruct many small groups concurrently requires the participa- 
tion of not only the entire faculty, but most of the professional staff as well. 
Individuals who contribute, from outside the staff, include a Buddhist monk, 
foreign exchange students, members of foreign Embassy staffs, officials of cor- 
porations maintaining local offices in Washington, and other area experts. 

6. The concentrated course of instruction at the Military Assistance Institute 
is accomplishing effectively its mission of providing the most practical méans 
of indoctrinating Department of Defense personnel who are assigned to the 
MAAG’s in the economical and effective administration of the complex missions 
of the MAP. 


Chairman Morean. This has come under considerable criticism 
from committees of the House. 

Last year criticism was offered by Government Operations on the 
lack of training of some of our MAAG chiefs. When this Institute 
was first suggested to this committee last year by Mr. Barnes, I think, 
the committee looked with favor upon the formation of the Institute 
but, of course, the committee had no idea that the Institute would be 
established in Arlington Towers or that it would be operated on a con- 
tract arrangement. When you say it received full congressional ap- 
proval (I think the idea of the Institute did receive full Congressioats 
approval) but it was my impression, of course, it would be located m 
the Pentagon and it would be operated by instructors within the mili- 
tary organization itself rather than by outside contractors. I don’t 
think those details were spelled out last year to this committee. 

What do you estimate will be the total cost of this operation, say, for 
fiscal year 1959 ? 

Mr. Suaw. Mr. Chairman, it might be well to put into the record 
just the way the contracts have been negotiated and the prices of the 
contracts. That will bring us to the answer to your question. 
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On the 5th of June 1958, a fixed price contract was awarded in the 
amount of $327,000 for the preparation of the structure and the prepa- 
ration of courses. 

Later, after price redetermination that figure was reduced to 
$274,137. With respect to this later figure, $90,000 will be returned 
to the Government of the United States if the school operates for a 
period of 5 years. This is being done by the landlord who will accept 
that much of the cost of rehabilitating the building. 

The obligations for fiscal year 1958, therefore, totaled $274,137, and 
the expenditures in fiscal year 1958 were $85,000. 

School operations for fiscal year 1959, from September 2, 1958, to 
June 30, 1959, cost $315,392, plus a fixed fee cost of $17,723. Conse- 
quently the obligations for fiscal year 1959 will be $333,115 and the 
expenditures through February 28, 1959, were $148,759. The eben 
amount for 1959 “i 1960 including the temporary duty allowances for 
the officers going to the school are as follows: 

For 1959, for the school contract, $333,115. For the payment of 
temporary duty to the military officers, the students, $226,800, for a 
total of $559,915. 

For 1960 the total, broken down in about the same proportions, will 
be $622,000. 

I would like also to add while I am talking that an audit of the 
Military Assistance Institute contracts was performed by the Navy 
regional office at Pittsburgh in June 1958 for purposes of price rede- 
termination of the first contract. I have explained that the contract 
was reduced as a result of that audit. 

Arrangements have been made to continue the audit on a monthly 
basis as long as the contract is in force, 

Chairman Morean. Mr. Kuss, you speak of an experienced con- 
tractor and I have here the Congressional Record where the operator 
of this school is called an absentee operator, and a psychology pro- 
fessor at Pittsburgh. 

Would you connect the experienced contractor with the accusation 
made in the Congressional Record ? 

Mr. Kuss. In seeking out contractors for this type of work it is 

very difficult to find any school or institution in the United States 
experienced in training people for overseas work. There are not 
many. 
_ This particular contractor was one of the few who had experience 
in previous contract work with the Joint Chiefs of Staff, in reviewing 
the actual work of the military officers overseas to determine how 
well they were doing in that work and the type of specialized training, 
the type of managerial improvement training which military officers 
might receive to improve their work. This was one of the principal 
factors that distinguished this contractor from others. 

Chairman Morean. What is the American Institute of Research? 


STATEMENT OF COL. JAMES L. KAISER, USA, OFFICE OF PRO- 
GRAMING AND CONTROL, OFFICE OF THE ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Colonel Kaiser. The selection of a contractor is a complicated one. 
Every university in the Washington area and many private contractors 
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were contacted to determine which one was most qualified to conduct 
this type of instruction, and run this sort of an operation. 

The American Institute for Research had a total staff of 75 pro- 
fessionals and nonprofessionals, 26 of whom had Ph.D.’s. 

The Washington office had 15 people. They had secret and to 
secret clearance. From 1947 to date they had 123 contracts, some 0 
them directly and some indirectly with Government. They had 23 
with naval agencies, 56 with Air Force, numerous with the Depart- 
ment of the Army. 

The background in the field of foreign experience was more than 
any other individual agency that was available. They had worked 
with—and we will go into a shade of classified discussion on this be- 
cause such operations were interviewing personnel overseas in the 
MAAG’s. eapons system evaluation group, working for the Joint 
Chiefs of Staff, isthe WSEG. , 

I had personally seen their people in the field and found them quite 
knowledgeable. 

This happened, however, after the decision was made to establish 
the Military Assistance Institute. Does that answer sufficiently the 
question ? 

Chairman Morean. My time is up, Colonel. We will come back to 
it later. 

Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Gn the chart that you were just describing, Mr. Kuss, on credit 
assistance, nonregional, $25 million, is that credit extended and then 
paid back? Iam not quite clear just how that operates. 

Mr. Kuss. Yes, sir. That assistance is not grant aid. It is sales, 
credit assistance offered to the NATO Maintenance Supply Services 
System, where they agree to repay it in a specified period not to exceed 
3 years. 

r. Merrow. That is recoverable then, isn’t it? 

Mr. Kuss. Yes, sir. 

Mr. Merrow. Do I understand that is for the entire operation or is 
that to NATO? That is nonregional around the world, isn’t it? 

Mr. Kuss. The credit assistance program worldwide totals $75 mil- 
lion estimated for fiscal 1960. Of that $75 million, $25 million is non- 
regional. This is the nonregional portion that we are speaking of 
here this morning. The other amounts are distributed in individual 
countries. 

Mr. Merrow. Now, all of that is recoverable, is that it? 

ri — Y “a u i 

r. ow. On this weapons production program, is that a grant 
or where were those weapons obtained, in the perked where the 
money is given ? 

Mr. Kuss. That is grant assistance, sir, to assist countries in estab- 
lishing facilities to produce their own weapons. This, we feel, allows 
us to reduce the actual end items and equipment which we would pro- 
vide otherwise. For example, a large part of that money will be 
used to assist European nations in providing test equipment and some 
production equipment on the Hawk missile. This will result in their 
paying about $400 million for the actual production of the missiles 
with some technical assistance and production equipment type assist- 
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ance, to be procured in the United States using the funds requested in 
this program. 


STATEMENT OF CHARLES H. SHUFF, DEPUTY ASSISTANT SECRE- 
TARY FOR MILITARY ASSISTANCE PROGRAMS, OFFICE OF THE 
ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


Mr. Suurr. Mr. Chairman, may I supplement that, please? 

Mr. Merrow, this was a way that we tried to figure out to increase 
the mutuality, as we have discussed before. 

The help we will give this effort will be of two varieties. One will 
be a gratis variety which this represents. The other will be of a credit 
variety not connected with the NATO Maintenance Supply Services 
System mentioned earlier. What we propose to do is to give technical 
assistance, drawings, technical know-how, things that require dollar 
exchange, to these six countries abroad. Let’s say now for a specific 
example, to assist in the startup for the manufacture of the Hawk 
missile. 

In addition to the gratis component we also will have to take up a 
part of the dollar equipment in components and pieces to send over 
to them in order that they can get started with production. This will 
require us to put up additional money for which we expect to a 
credit from the manufacturing entity, which credit we will draw down 
in finished goods of the Hawk variety, to supply to countries who are 
not able to make a contribution either as a customer or as a producer. 

Now, this is an outgrowth of some personal experience of some of us 
in starting in production on the civilian side and hopefully it will be 
an ambient that we can expand on because one of the elements of this 
whole plan is that a producer country must be a customer country. 

Mr. Merrow. That credit operation I couldn’t quite follow. ‘Wil 
you tell me how that works again ? 

Mr. Suurr. Yes, sir. 

You will understand the gratis portion ? 

Mr. Merrow. That is right; yes. 

Mr. Suurr. The credit portion will be components of the Hawk 
missiles. The guidance system, perhaps, which will be bought in 
the United States by the military assistance program out of U.S. 
manufacture to send over to these producers. They are not going to 
start producing or manufacturing from scratch. The first thing 
similar to the thing we did in Italy on the F-86K. The first part of 
the process will be a bolting together. Then with the money we 
spend on supplying these components we will ask for credit of the 
producing entity to take in finished goods, to take in whole Hawk 
missiles, to give to countries who have a requirement for it and who 
do not have the a either to buy or to produce. 

Mr. Merrow. That credit from the producing entity equals what 
was spent in the first instance to send these over. Is that what you 
meant 

Mr. Suurr. Well, they are not sent yet. 


Mr. Merrow. The credit equals what was supplied to start the 
operation ? 
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Mr. Suurr. That is right. 

Mr. Merrow. That credit is distributed to the other countries where 
they need this equipment but they are produced outside of the United 
States and sent in ¢ 

Mr. Suurr. That is right, 

Mr. Merrow. I see. 

Now, the other components, you have the aircraft modernization 
and the mutual weapons development program; that is all grants, 
is it now ? 

Mr. Kuss. Yes, sir. 

Mr. Merrow. How much does this cover? I didn’t get that. 

Mr. Suurr. Mr. Merrow, may I interrupt again? The mutual 
weapons development program for the amount that is there is grant, 
but that generates almost an equal amount on the part of our Euro- 
pean friends because it is a cost-sharing proposition. We do not do 
this unilaterally. We help them to help themselves to do some of the 
ae that we and they think they ought to be doing in the research 
and development line. 

Mr. Merrow. Nov, is all of this European here on this chart; 
would you say ? 

Mr. Suvrr. There is, I believe, one component of Japanese con- 
templated. Up to this time it has been exclusively European. There 
will be one component of this which we expect to be Japanese. 

Mr. Merrow. These figures do not, then, cover the entire program 
in all the countries, do they ? 

Mr. Suurr. That relates to this specific item, Mr. Merrow. This 
specific item, and this is all that is nonregional. 

What we have done, in answer to committee questions of prior years, 
you have always asked to try and have reflected in a country that which 
a country gets. Now, there isa NATO proposition. This serves the 
well-being of several countries so it is regional and doesn’t quite fit 
into dividing it up between the countries. 

This has been European and we don’t box ourselves to the point 
where so much of it has to go to France or so much of it has to go to 
any other country. This is dependent on the projects which prove 
worth while in whatever country they are. 

We also keep in mind, of course, that we don’t want to dump all 
of our research and development money into any one country but it 
isn’t applicable to divide it up among the countries as our materiel, 
services, and training programs. 

Mr. Merrow. Thank you. 

Chairman Moraean. Mrs. Kelly. 

Mrs. Keiuy. In the program earmarked for Denmark, you have 
[security deletion }. 

I want to know if any nation in the European theater or elsewhere, 
has expressed a desire to produce this Hawk without any assistance 
from us? 

Mr. Suurr. No. A quick answer to your question, Mrs. Kelly. No. 
They couldn’t do it without any assistance from us because in 
first place we have to give them the information. 

Mrs. Kexiy. Is that on the Hawk and also the Sidewinder that is 
mentioned on page 3? 
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Mr. Suurr. Sidewinder is another weapon which is in prospect for 
this type treatment. It is not, however, as far along in our plans as 
the Hawk. 

Mrs. Ketxy. I understand there is one country and I have named 
it which has requested to produce these items and the MAAG group 
turned it down. 

Mr. Suourr. What country do you have in mind ? 

Mrs. Ketty. Denmark. 

Mr. Suurr. Denmark couldn’t do it of itself, Mrs. Kelly. As a 
matter of fact, Denmark is not one of the six countries concerned in 
the coordinated production of the Hawk. 

Mrs. Ketxy. I realize she isn’t, but the point is didn’t she indicate 
a willingness to produce this on her own and the MAAG turned it 
down ? 

Mr. Suurr. Not to my knowledge. 

Mrs. Ketiy. Could we find out 

Mr. Suurr. We can indeed. I can assure you, however, that Den- 
mark doesn’t have the money to produce the Hawk missile by itself. 
I can assure you of this with much certainty. 

Mrs. Ketuy. Well, how far is the MAAG involved in determining 
such a factor as this? 

Mr. Suurr. I would think that a MAAG’s responsibility is just 
about the same as its responsibility is in other things and that is to 
give guidance and advice. 

Mrs. Ketty. Does the Defense Department desire to supply these 
missiles from here, because they want to maintain the base over here, 
or is the determination to set the base up in Europe and actually put 
it hr Peer so the supply base would be in Europe where it is 
needed ? 

Mr. Suurr. Hawk missiles will not be supplied from the United 
States. They will be supplied by coordinated international produc- 
tion in Europe. 

Mrs. Ketiy. That is what we want to arrive at. 

Mr. Suurr. That is exactly why—— 

Mrs. Ketry. I Sadao the amendment last year to perfect the 
production and procurement of mutual weapons by our allies. 

Mr. Suourr. It is to that extent that a lot of people have spent a 
tremendous lot of heartbreaking time trying to put this thing together 
in the past year, Mrs. Kelly. 

Mrs. Kexty. Are any of the six countries involved able to produce 
unassisted the items agreed to under the special weapons programs? 
Mr. Suurr. Well, the countries concerned have agreed to bu 
[security deletion] battalions of Hawks out of this production which 
means that we have a European customer, we have five European cus- 
tomers for European production of Hawks which is what we have 
been trying to C out. 

Mrs. Ketity. What countries do you say are going to be the first 
to produce those over there with our assistance ? 

Mr. Suvrr. In the first place, Mrs. Kelly, the countries who are cus- 
tomers are going to be producers. This is going to be a coordinated 
production program. The reason it is going to be a coordinated pro- 
duction program rather than a single industry production program is 
because we have had some experience in the past on single producers. 
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For example, the Fiat Co. in Italy which produced the F-86K. This 
we helped rather substantially on the basis that when the F-86K was 
produced it would then be the airplane that various European coun- 
tries would buy to fulfill their requirements. Unhappily, after we 
got a little ways along with it, we found that the old national borders 
problem was such a compelling thing that indeed we didn’t have the 
opportunity to sell as many of these as we thought we were going to, 

Now, as a matter of fact, Germany bought some. Italy bought 
some and we bought some for distribution to France, the Netherlands, 
and Norway. 

Now, in putting this plan of a coordinated production program to- 
gether, it was felt if we could get the customers to be the producers or 
the producers to be the customers, we would then circumvent the dif- 
ficulty in having Belgians try to sell to the Netherlands and the Neth- 
erlands try to sell to France. 

However, cartel systems have worked in Europe before and when 
you organize a consortium deal in Europe either commercially or now 
in defense production where people say what they will buy and 
thereby get a chance to produce a divisible piece of a missile, which 
is divisible, with one prime contractor pulling the various subs to- 
gether, we felt we had an ambient, a vehicle by which to overcome 
the natural antipathy of these people to deal all over the place. 

Mrs. Ketxy. It is beyond me what good the mutual development 
program is, or your special weapons program if we cannot have these 
countries coordinate and cooperate. 

It seems to me what defense is accepting is this: These countries 
are willing to buy that which we agree to with our aid—they refuse 
to buy that which we mutually agree upon from one another, but they 
will accept for their use that which we mutually agree upon, with 
red credit. Now, are they going to be mutual on this or aren't 
they ? 

Mr. Suurr. I am giving you an example of what we think to be 
about $400 million worth of Hawk missiles, where six countries have 
already agreed to buy. 

Mrs. Ketiy. From us? 

Mr.Suurr. No. Buy from the producing agency. 

Mrs. Ketxy. With our assistance. 

Mr. Suurr. We have to get them started. We can’t expect them 
to do this on their own. Even with our help they are going to pick 
up a very substantial part of this tab. This is what you are trying 
to do, and it is also what we are trying to do. 

Mrs. Kexuy. It seems to be slowed up. I happened to go up ona 
pine one day with one of these producers from a and he intro- 

uced himself, told me they were getting them off the production line, 
but it was being slowed up by the United States. 

I just happened on that, and I happened on this other situation in 
the same way. Denmark was willing to produce these items without 
assistance. I would like that followed up. 

Mr. Suurr. I can assure you that Denmark couldn’t afford to build 
the Hawk missile by itself. I couldn’t be more sure of my facts. I 
have been dealing with this pretty personally for the last 2 years. 

Mrs. Ketiy. Can we find ont if she was willing, and suggested it 
and was refused ? 
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Mr. Suurr. I would be very happy to research it for you. 

Mrs. Ketty. Will you, please? 

Mr. Suurr. Surely. 

(A classified memorandum was subsequently submitted in response 
to Mrs. Kelly’s request. ) 

Chairman Morgan. Mr. Wainwright. 

Mr. Wartnwricut. Following up Mrs. Kelly’s question, as I under- 
stand the pool system, these nations, while not exactly acting as subs, 
with one of them pulling it together, that is in essence what you have; 
is that right ? 

Mr. Suurr. That is right. 

Mr. Warnwricut. Why couldn’t Denmark be a manufacturer of a 
sub; say, a aang device, or something, which they could contribute. 

Mr. Suourr. Mr. Wainwright, President Eisenhower, in December 
1957, introduced this prospect of a consortium production proposition. 
He also asked at that time that whatever we did we do under the 
umbrella of NATO. 

The NATO International Staff, in the person of Mr. Ernest Meili, 
Assistant Secretary General for Supply and Logistics, was given the 
Hawk missile as a potential weapon so to be built. He made the in- 
formation known to all of the NATO countries that this was in pros- 
pect. Denmark never stood up to be counted in this situation, and the 
countries that did stand up to be counted were Italy, France, Ger- 
many, Belgium, and the Netherlands, and this is the group that has 
been put together to manufacture this weapon. 

Now, this does not preclude Denmark’s going in on another weapon. 
Mr. Meili has been supplied with other weapons that can be produced 
in Europe, and he has circulated the NATO countries. The same with 
the other weapons, as he did with the Hawk. And it is up to them to 
say. We do not deal bilaterally with these countries in this concept. 
We deal with Mr. Meili, and let him pull their interests and their 
willingness to be a customer and a producer together. 

Mr. Warnwricnt. Being such a novice at this, I was just trying to 
‘a together why Denmark didn’t get into the act. I was trying to 

il it down quickly, and you say the reason they didn’t get in the act 
isthat they didn’t speak up. In essence, is that right? 

Mr. Suourr. I think in essence it is that they didn’t speak up or 
they didn’t have any interest in buying. 

Mrs. Ketty. What year was that? 

Mr. Suurr. That was this last year. 

Mr. Watnwricut. How is my time, Mr. Chairman? Have I time 
for another question ? 

Chairman Morgan. You have time for another question. 

Mr. Warnwricut. Also, being a novice on this, the question may be 
out of order. 

Gong back to the school and the question that was raised : 

Are there no other institutions in the military bag of academies 
that can foot this bill? Is Carlisle so barren that it can’t train peo- 
ple? Is the war college here so barren? Is the academy operation in 
Alabama unable to do this? Or is this of such special nature and re- 
quiring such special training that no type of existing military acad- 
emy can foot the bill ? 

38861—80—pt. 5—11 
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Colonel Karsgr. In the establishment of the school, all the military 
departments were surveyed officially and informally, both. They re- 
sponded they had no facilities to take on this additional load. 

There was no course that is comparable to the one that is run here. 
This is a 1-month course. The war colleges of the three services run 
approximately 9 months, ‘The National War College, which is at 
Fort McNair, is at its peak, and they are now in the process—as I be- 
lieve you know, McNair is building another building there at tre- 
mendous expense. 

Facilities for a matter of use of guest lecturers and bringing these 
people into top-level policy, it was felt it was more economical to be 
accomplished in the Washington area. 

I have a record, and the report from the Secretaries of the Army, 
Navy, and Air Force, that they had no facilities available except 
with considerable remodeling. The cheapest price was $450,000, as I 
recall, from Belvoir. 

Chairman Morean. Colonel, for the record, is it not true that there 
are other Government offices at Arlington Towers? The Foreign 
Service Institute has offices over there, I believe. This is not the 
lone Government installation in Arlington Towers, is it? 

Colonel Katser. That is correct. We occupy approximately 10 
percent of the Government facilities in Arlington Towers. 

Quite a review was gone into for space. No Government space was 
available. 

Mr. Suurr. I would like to have this on the record, please. 

T think it might be appropriate to invite the chairman and the com- 
mittee or any portion of the committee to look at the school and per- 
haps have the director of the school put on a little briefing as to what 
is covered in the curriculum, and look over the plant and see for 
yourselves. 

Mr. Wartnwricut. That is a good idea. Whoever does that can 
defend it. 

Chairman Morean. One of the great criticisms, of course, is the 
dual pay factor. Certain members have criticized that. 

T realize many retired generals are now heading great corporations 
in this country, and I assume they have dual pay. 

Mr. Suurr. That is so, Mr. Chairman, and the opposite is also 
so. I would guess there are severa] people in Government who are 
drawing down pensions from private industry and nobody questions 
the fact that this is questionable. 

The way we have looked at it in our shop is that these men earned 
their retirement on the basis of value delivered and received, and if 
their Government has a specialized requirement for them, as both 
Mr. Kuss and Colonel Kaiser have said, for the short term—and this 
might very well be short term—well then, we don’t feel any qualms 
at all about hiring them, because to try and get the same kind of 
people with the same kind of experience on the public labor market 
is pretty difficult to do. 

We haven’t had military assistance programs for so long that we 
have any reasonable supply of civilian experience in the field. 

Mr. Watnwrrent. Thank you, Mr. Chairman. 

Mr. Kuss. Mr. Chairman, not only is that true, but one of the alter- 
natives mentioned was to bring the officers back to active duty. In 
so doing, the only conclusion would be that they would now become 
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part of the total military ceiling, and some billets being used for mili- 
tary purposes, purely military purposes, would now have to be used 
for purpose. 

Now, it is probably the best use of the total national manpower re- 
sources not to use military billets for something that you can obtain 
elsewhere. 

Chairman Morean. Mr. Carnahan. 

Mr. Carnauan. I would like to ask a few further questions regard- 
ing the Military Assistance Institute. 

s it in its first year of operation at the present time? 

Mr. Kuss. Yes, sir. 

Mr. Carnauan, One of the questions I wanted to ask you have 
answered, and that is how long a student is there, and you say they 
are there for 4 weeks. 

Mr. Kuss. - Yes, sir. 

Mr. CarnaHan. About how many are there at one time? 

Mr. Kuss. Between 80 and 100 students at one time. 

Mr. CarnaHan. You enroll them in a class, and they finish their 
course in 1 month? 

Mr. Kuss. Yes, sir. 

Mr. CarnaHANn. How are they selected ? 

Mr. Kuss. Roughly 50 percent of the officers potentially going to 
MAAG’s are selected to attend this course, 

Careful consideration is given to the assignments that they will 
have. Officers who were going to be working in the development and 
the implementation of the military assistance program, per se, as 
distinct from support activities, are the type people assigned to this 
course. 

Mr. Carnawan. Do the students ordinarily have their assignment 
before they are assigned to the Institute? 

Mr. Kuss. Yes. 

Mr. Suurr. As a matter of fact, one of the ideas of the Institute 
is to have them named early enough so that they can be sent corre- 
spondence school work in advance of the time they come to the school, 
so that we get a little extra time on their own time in their former 
assignment. 

r. CarnaHAN. The contract with the Institute of Research was 
for the operation of the school ? 

Mr. Kuss. It was for the organization originally, and then the 
operation. 

Mr, CarnaHan. How long is the contract? 

Colonel Kaiser. The current contract is 10 months. It began in 
September and is over June 30, this year. 

r. CaRNAHAN. How many instructors do they have? 

Colonel Karser. All the people teach in various ways, but instruc- 
tors, per se, there are eight. 

Mr, Camwanay. What do you mean when you say all of the people 
teac 

Colonel Kaiser. All of the professionals there. For example, the 
director in instruction takes on a panel in Saudi Arabia and the 
Middle East, which is an area where he was working and Png 
prior to coming to this school. The director will take on addition 
ween of a panel of instruction in areas that he might be familiar 
with. 
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Because of the fact that they are involved in an average of 15 to 
20 countries per class, the question of giving area orientation and 
training is severely multiplied. There are actually running, instead 
of 1 class of a hundred, sometimes 10 classes, maybe 15 classes, because 
they all have to have details on their own country. 

They call in, for example, people from State, CIA, ICA, and 
Defense, who have regional competence to sit down in a panel and 
go over the problems of that country and the program of that coun- 
try, and therefore they are running a number of classes country wise, 
although one class is standard for everybody. 

Mr. Carnanan. You say there are eight instructors? 

Colonel Katser. Eight listed as instructors; yes, sir. 

Mr. Carnanan. What compensation do the additional lecturers or 
instructors receive ? 

Colonel Kaiser. Normally, it is on the basis of nothing. In other 
words, we borrow from other Government agencies, and Defense also 
assists other agencies on an exchange basis. 

Mr. Carnanan. Now, the cost of the whole institute, where does 
that money come from, what appropriation ? 

Colonel Kaiser. Military assistance training funds. 

Mr. CarnaHAn. From the military assistance appropriation ? 

Colonel Kaiser. No, sir. 

Mr. Suurr. The pay and allowances, Mr. Carnahan, for the men 
from the regular service budgets. 

Mr. CarnaHan. That is all, Mr. Chairman. 

Chairman Morgan. Mr. Coffin. 

Mr. Corrtn. Thank you, Mr. Chairman. 

Mr. Kuss, in your statement having to do with mutual weapons 
development, on page 4, you say that over and above this improvement 
in country capability to support itself, this program more than returns 
the U.S. investment in it through the exchange of technology which 
takes place between United States and allied research and develop- 
ment organizations. 

Now, there is a particular problem I would like to have you com- 
ment on, having to do with the French Government and some parts, 
components, having to do with this S-10 and S-11, which is a missile 
that is guided by the combat man. 

The situation, as understand it—and if I am wrong, correct me— 
is that there were developments that took place partly or wholly 
under the military assistance program, there were inventions and 
improvements made, and the French Government has created a wholly- 
owned French corporation. Under the present law we who want to 
do some of the production ourselves in this country may find ourselves 
in a position of paying royalties to the—the same royalties to the 
French corporation that the French Government pays. But the 
French Government, of course—if this is true—won’t care about the 
size of the royalties, because it is paying from one pocket to another. 
It would seem to me, if this is all true, that this is a matter which 
should be remedied, where we in effect subsidize in whole or in part 
the improvement.of components and then find ourselves paying royal- 
ties in essence to another government. 

Now, would you tell us what you know about the problem ? 

Mr. Kuss. I would like to generally comment on your problem. 








thi 
oul 


of 


or 
ma 


Go 


an 
, 


sul 
sir 
no 


we 


co 


424Qo's 


eo ct @ 





1S 
it 
1S 


l- 


le 


a 


lo 


aed 


- @2o 


ee 





MUTUAL SECURITY ACT, 1959 1249 


This is one of the most. difficult areas we have been experiencing in 
this part of the program, not only with French weapons but with 
our own Hawk weapon going overseas. It boils down to a problem 
of determining for each and every element in the weapon whether 
or not there are some ownership rights on the part of an individual 
manufacturer that did not stem from the resources which the U.S. 
Government put into the project. It is a very complicated problem 
and extends into much legal and engineering discussion on the item. 

We are well aware of the item and are attempting to insure a return 
that the work that resulted as a result of U.S. assistance does not re- 
sult in a royalty charge to the U.S. Government when it in turn de- 
sires to produce and buy some of this equipment. 

Mr. Corrin. Are we at present paying any royalties? We have 
not actually purchased this yet ? 

Mr. Kuss. Mr. Forman is one of our legal advisers on this, and I 
would like him to speak to this. 


STATEMENT OF BENJAMIN FORMAN, DEPUTY ASSISTANT GENERAL 
COUNSEL, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. Forman. The problem on the SS-10 and SS-11 has not been 
one of production in the United States but one of procurement by the 
United States in France. The SS-10 was not developed by the mutual 
weapons development program. The SS-11, which is a modification 
and improvement of the SS-10, was part of the mutual weapons de- 
velopment program. 

We are not having any difficulties that I know of with regard to 
procurement of the SS-11, insofar as payment of royalty charges are 
concerned. 

The chief problem is on the SS-10, where the French, under their 
agreement with Nord Aviation, which is the company that developed 
the SS-10, are entitled to a 3-percent amortization charge in recovery 
of the research and development expenditures made by the French 
Government. This isnot unusual in Europe. 

Unlike the United States, which does not attempt to recover its 
research and development charges on expenditures made in the United 
States, when it licenses manufacturers, the European governments 
normally recover research and development expenditures; and the 
French have contended that this is merely a recovery of the research 
and development expenditures, and it is not a royalty for patent rights 
or proprietary information. 

Je are arguing that in essence it is equivalent to a royalty and that 
we shouldn’t be paying it by virtue of a patent interchange agreement 
we have entered into with the French as well as with eight other NATO 
governments. 

That is entirely separate from the question you intimated which 
relates to the no-profits aspects of the fact that Nord Aviation might 
be regarded as a government corporation. We have had extended 
discussions with Nord and with the French on the question as to 
whether profits made by Nord Aviation can be regarded as the gov- 
ernment’s profits. As yet, we have not been able to resolve that par- 
ticular question. But that question—whether Nord can be regarded 
as a government corporation—is not the same as the one whether we 
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are entitled to a waiver of the amortization charge under the patent 
interchange agreement. 

We have recently authorized the execution of a contract for the pro- 
curement of the S8-10, with a saving clause in it which says the con- 
tract price is without prejudice to whatever may be the outcome of 
our discussions with the French on the question of this 3-percent 
amortization charge. So negotiations are still going on. 

Mr. Corrin. Mr. Chairman, if I might be permitted one final 
question that might mes us: 

Is this problem capable of legislative treatment in the act? Would 
there be any possibility of writing in language that would in effect 
strengthen the executive when it finds itself in this difficult negoti- 
ates environment ? 

r. Forman. I don’t think the answer is legislative change. In- 
sofar as the patent aspect is concerned, it is a question of the meaning 
of the agreements we have written. In some countries we are t ing 
to rewrite the provisions of these agreements to make them more clear. 

As far as the no-profits question is concerned, of course, that is an 
issue which has been before this committee on several occasions, and 
we have not had any difficulty with the governments insofar as gov- 
ernment-to-government procurement is concerned—where the govern- 
ment itself is in the business, the government arsenal. 

The problem has been in the so-called government corporation field. 
There is a different concept in Europe under the civil law as to what 
is a government corporation. In some countries we have been suc- 
cessful in getting country agreements that a particular corporation is 
a part of the government, but in other countries we have been unable 
to do so because the issue goes to the very foundation of their under- 
lying philosophy of private and public corporations. Many of these 
corporations are just not regarded by their governments as govern- 
ment corporations. 

It is a very complicated problem of comparative law. 

Mr. Corrin. Supposing there was just a standard where Congress 
said no part of Mutual Raa Act money, or military assistance 
money would go to pay royalties on items which have been aided by 
the program, to the extent they have been aided—recognizing there 1s 
always the difficult judgment as to how much of the improvement or 
invention was made possible by our contribution. 

Mr. Suurr. Mr. Coffin, may I tackle that one? 

I wish it was even that black and white. 

I am afraid that it isn’t. I would think, without knowing the legal 
aspect of this—and Mr. Forman and Mr. Leigh, of the General Coun- 
sel’s Office, have spent much time on this. ight we think this over? 

Mr. Corrtn. I wish you would. I think you have been thinking in 
terms of the job that you are doing, negotiating, trying to make the 
best deal you can, and if you could now think in terms of this com- 
mittee and possible language, either mandatory or preferatory, or 
both, it might be helpful. 

Mr. Suurr. Let us think this over and let us be in touch with you 

in on this subject. 

I think probably, to give something off the top of our head today, 
would not be prudent. 


Mr. BeckwortH. You mentioned the average salary of your teach- 
ers is $9,000. 
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What is the highest ? 

Colonel Katser. $14,500 for the Director, and there are two at 
$10,000 for the Director of Administration and Director of In- 
struction. 

The instructors are $8,000. Going down from there. 

Mr. Beckwortn. Have you listed at any particular place the insti- 
tutions that you got in touch with trying to work this out before you 
came to the conclusion to use the one that you are using? 

Colonel Katser. Yes, sir; I can cite the other organizations or 
institutions we went to. 

Mr. Beckwortu. Do that for the record, if you will. 

Colonel Katszr. Yes, sir. 

(A classified memorandum was subsequently submitted in response 
to Mr. Beckworth’s request.) 

Colonel Kaiser. There were 10 institutions, of which 4 submitted 
bids, and this was the lowest overhead cost one,in addition to the one 
determined to be—— 

Mr. Beckwortu. Just include what their bids were. 

Colonel Kaiser. Yes, sir. ; 

Mr. Becxkworru. Something was said about officers. 

How many of the teachers are former officers ? 

Colonel Katser. Twelve of the total staff are retired officers. 

Mr. Becxwortu, Total staff of how many ? 

Colonel Katser. Of all the le in the entire institution, there are 
34 people counting clerical and edinipictratsye. 

Mr. Becxwortu. And 12 are former officers ? 

Colonel Kaiser. Twelve are former retired officers. 

' = Beckwortu. What rank generally do those retired officers 
lave 

Colonel Kaiser. They go from major general down to second lieu- 
tenant, the average being colonel. 

On the staff, I can cite the actual background of every one of them, 
of the instructors. 

Practically all of them have had MAAG experience. The Director 
has been in & ye major schools, in 14 of the last 16 years. He was with 
the military schools system and had actually worked with and taught 
students from 37 foreign countries, so we feel that the staff which was 
arrived at was not selected based on the fact that they were retired 
officers, they were selected from all available personnel, regardless of 
source. 

Mr. Beckworru. Who were the primary representatives of our 
Government who negotiated the contract? Please give the names of 
the negotiators. 

Were you the one for your division ? 

Colonel Katser. No, sir; I was secretary to the ad hoc committee 
which was composed of representatives of the Secretaries of the Army 
Navy, and Air Force, the Joint Chiefs of Staff, the Comptroller of 
Defense, Manpower, and Reserve, and the Assistant Secretary of 
Defense for International Security Affairs. 

This ad hoc committee studied the problem thoroughly and sub- 
mitted the report to the Armed Forces Policy Council three different 
times, and that consisted of the Secretaries of Defense, the Secretaries 
of the services, and their chiefs of staff, with other independent 
agencies brought in. 
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And the final decision was made at that level by the Secretary of 
Defense, personally. : 

Mr. Becxwortu. What percentage profit do you estimate the col- 
one! that has this contract probably will make? 

Colonel Kaiser. According to the tax law, sir, this is a nonprofit 
organization. The only money that is held out is for research pur- 
poses, and that is the authorized fee of 6 percent, which is for research. 

I can cite an example of the research. 

As a result of some of their studies, they determined that a better 
selection procedure for MAAG officers might be appropriate, and 
therefore they worked up numerous pages of background on this and 
proposed to us that this would be a research project which might 
benefit selection of MA AG officers. 

They have done other types of research like that in order to keep 
alive their research operations. 

Mr. Beckwortu. en a student goes out there, he is paid his sal- 
ary; is that true? 

Colonel Kaiser. When a student goes out? 

Mr. Becxwortn. Yes. 

Colonel Katser. The students are military personnel and their 
salaries are paid out of the normal military appropriation of the 
military department. 

Mr. Breckwortn. At the same time do they get meals or not? 

Colonel Kaiser. He gets the standard per diem that anyone else in 
travel status quis. In other words, he is traveling en route to his new 
station. In all cases they already have their orders. They may come 
from Fort Benning, Ga., to Washington to attend the school en route 
and then go on to their station, say in France. 

Mr. Becxwortu. That is all, Mr. Chairman. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Mr. Chairman. 

Some of this may have been covered while I was down on the floor, 
and if so, please interrupt me. 

How long is the course that these men take at the Military Assis- 
tance Institute ? 

Mr. Kuss. Four weeks, sir. 

Mr. Jupp. How much of Arlington Towers, spproximately, is occu- 
pied by the contractor who conducts the Institute ! 

Colonel Katser. 10 percent of that which is occupied by the U.S. 
Government is used by the Military Assistance Institute. 

Mr. Jupp. Roughly, how much is used by the Department of State’s 
Foreign Service Institute? 

Colonel Kaiser. The total is 15,000 square feet. That is utilized 
by the Military Assistance Institute. Of the Government-occu- 





1 

Mr. Jupp. Do you know roughly how much the Department of 
State has for the Foreign Service Institute, which is also, as I under- 
stand it, a contract operation, isn’t it ? 

Colonel Kaiser. I don’t have that figure; no, sir. 

Mr. Jupp. How much of the Arlington Towers total of 150,000 
square feet is used ¢ 

Colonel Kaiser. It is a very small paar Actually, the quar- 
ters we are occupying was basement. There are I think three offices 
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that have windows. The rest of it is basement material that was 
remodeled to fit this facility. 

Mr. Jupp. How many, roughly, are in school there at one time? 

Colonel Kaiser. Approximately 100 at a time. 

Mr. Jupp. For 4 weeks. 

Colonel Kaiser. Yes, sir. 

Mr. Jupp. I am not as steamed up about this as some people seem 
tobe. The concept is perfectly, sound. If there have been mistakes in 
setting up a new operation, then they ought to be corrected. But I 
wish it were possible to get the ICA to do the same sort of job 
for its overseas personnel, that the Department of Defense is doing 
for the MAAG men ? 

Mr. Suurr. Dr. Judd, we second what you say most wholeheart- 
edly. It took 2 years to come to pass—a tremendous amount of think- 
ing and thought which went into this thing before we did it. This 
seemed the best way to do it to us, and the way to do it the best 
way was the way we thought we would get the best price. 

In your absence, Dr. Judd, I have invited the chairman and the 
committee to either come together or iridividually to look at the plant 
and perhaps be briefed on the curriculum and look over the library 
and whatever else the committee would like to do. 

In this way I think you would get a much more intimate feel. It 
would only take 15 minutes to get there. 

Mr. Jupp. The concept, I think, is sound. 

In this whole bill there are literally millions of dollars for setting 
up institutes for training nationals out in the various countries, to 
carry on this program. Why should we choke on providing a quarter 
to a half a million dollars—$600,000, I think you estimated for the 
next year—to train our own people who are to go out and train the 
other people in operations that cost tens of millions. I don’t think 
ita very smart thing for us to do. 

Mr. Suurr. You will recall that some of our people have short tours 
in some of these places, and we felt it was absolutely essential to do 
exactly this in order to get the best contribution out of them in the 
short tour that they are on location. 

Mr. Jupp. And furthermore, a great many of the criticisms of the 
local programs have come from the unsuitable behavior, or failure to 
have adequate adjustment, of individuals who didn’t have this kind of 
training, and who might have behaved better if they had had this 
kind of training. 

If we are going to do the job, we ought to train our people well. 
You ages do a good job without adequately trained and conditioned 
people. 

ow I would like to ask Mr. Shaw a question. 

On page 4 of this table that a sent along with your statement, I 
notice such an extraordinary fluctuation in administrative costs in 
Japan, Korea, Taiwan, and Vietnam over the last 3 years. 

n page 7 it lists the number of panne in those countries. The 
number of administrative personnel is fairly constant. Yet the costs 
range from $169 million up to $570 million in Korea. In Taiwan it 
goes down from a million and a half to $972 million. 

There must be some reason for this. T would appreciate its being 
pointed out. 
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Mr. Suaw. On page 4 of the schedules attached to the statement, 
the first significant change in the cost between 1959 and 1960 refers 
to Ethiopia. It is an increase from $157,000 to $193,000. ‘That increase 
is due to the fact that 10 additional personnel have been authorized for 
that post. 

The next one of significance is the Netherlands, where we go from 
$237,000 to $279,000. This is due to increase in travel and transporta- 
tion of things due to permanent change of station movements. 

We do not know at any one time when the tours of the persons as- 
signed overseas are going to expire, and since we pay their transporta- 
tion, not their salaries, we can have peaks and valleys in these costs, 
Doctor, and this is where most of it comes from. 

Another one is increase in flying hours chargeable to the military 
assistance program. Thisisin Turkey. It is because of the increased 
activity in the whole MAAG operation in Turkey. 

Mr. Jupp. I am not objecting to those. I don’t think any of them 
are out of line. 

I think the one on Korea and the one on Taiwan require a little 
more explanation because they are much sharper jumps, one up and 
one down. 

Mr. Suaw. In the case of Korea, that is due entirely to the assump- 
tion by the military assistance program of the cost of maintaining and 
aperssing the housing which this committee authorized to be con- 
structed for MAAG personnel. 

Mr. Jupp. In Korea? 

Mr. Suaw. In Korea. That housing is just coming into operation. 

Mr. Jupp. That is what I wanted olenotrs the reason for it. Now, 
why the sudden drop in Taiwan ? 

Mr. Suaw. Unfortunately, I have only had notes made about the 
increases. It is difficult to explain a drop. I don’t know what it 
could be. 

Mr. Jupp. You probably figured nobody would ever ask a question 
about anything that is good. We generally point out only the bad. 

Mr. Suaw. It is due probably to the cycle of the movement of per- 
sonnel. 

Mr. Suurr. Dr. Judd, let us supply that specifically for the record. 

Mr. Jupp. I would like to have that. 

(The information is as follows :) 


REASON FOR SUDDEN Drop IN TAIWAN ADMINISTRATIVE EXPENSES 


The explanation for the decrease in military assistance program administrative 
expenses for Taiwan, from $1,700,000 in fiscal year 1959 to $972,000 for fiscal year 
1960 is as follows: 

The decrease in the fiscal year 1960 estimate results from a Department of 
Defense approved change in funding procedures, whereby savings in military 
assistance administrative funds will be realized by the introduction of a revised 
costing system. Under the revised plan, funding and logistic support require- 
ments for all U.S. forces on Taiwan are placed upon a customer use of supplies 
and services basis. The concept of having each customer, i.e., Army, Navy, and 
Air Force, fund its pro rata share of common support, based upon usage, will 
result in the fiscal year 1960 decrease in MAP administrative expenses for 
Taiwan. 


Mr. Jupp. I have no further questions. 
Chairman Morean. Mr. Adair. 
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Mr. Aparr. First, Mr. Shaw, are you able to tell us how much, over 
the course of this program, has been transferred out of military assist- 
ance funds into economic uses? 

Mr. Suaw. Yes, sir. 

Mr. Aparr. I have some other questions which would give Mr. Shaw 
some time to search that out. 

I would like to ask a line of questions now about the Military 
Assistance Institute. 

What is the relationship, Mr. Kuss, or Colonel Kaiser, between the 
Military Assistance Institute and isn’t it the American Research Insti- 
tute, is that the other organization that Dr. Flanagan has? 

Colonel Kaiser. The American Institute for Research is the basic 
contractor who has responsibility for operating the school under the 
policy direction of the Secretary of Defense. |! 

Mr. Apatr. Who made the survey to determine the desirability 
of this Military Assistance Institute? 

Colonel Katser. That was made, as I believe we possibly have in 
the record already, by the Department of Defense. The agency actu- 
ally consisted originally on an informal basis with the division chiefs 
for foreign aid of the Army, Navy, and the Air Force, and the As- 
sistant Secretary of Defense for International Security Affairs. 

Mr. Apatr. Has this already been explored by questions? 

Chairman Moraan. Yes, 

Mr. Apatr. Then I won’t follow that any further. I will read it 
in the hearings. 

The contract exists between the Department of Defense and the 
Military Assistance Institute, is that correct ? 

Colonel Katser. No, sir. Actually there is a contract which is 
under the Department of Army, Defense Supply Services, with the 
American Institute for Research, a nonprofit organization, which 
actually operates the Military Assistance Institute for the Depart- 
ment of Defense. 

Mr. Apatr. Who - Mares, teaches the various courses ¢ 

Colonel Katser. The courses are taught by the personnel within the 
Military Assistance Institute, which is a project of the American 
Institute for Research. 

Mr. Apatr. Does the Department of Defense or the Department of 
Army or Department of State or ICA exercise any control or super- 
vision over the instructors? Are they consulted in any way? 

Colonel Katsrr. The Department of Defense has policy responsi- 
bility for the operation and monitors the instruction constantly. 

_We have personnel who are over there giving part of the instruc- 
tion as gue lecturers and we have military department people going 
to the class including chiefs of the MAAG’s at the rate of about 100 
a month. So there is constant monitorship of what is taught, review 
of the curriculum which is submitted to the Department of Defense 
and particular emphasis within the Assistant Secretary of Defense for 
International orurite Affairs, over what is taught. 

Mr. Apatr. Does the ICA have any direct relationship with the 
Military Assistance Institute? 

Colonel Karser. Inasmuch as part of the instruction given over 
there poncaTne their activities, I believe about 2 hours is given by ICA 
personnel. _ 
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Mr. Aparr. Other than that, it has no—— 

Colonel Katsrr. Other than that, no direct bearing other than assist- 
ing in getting over that which they feel is appropriate for MAAG 
personnel to know concerning their operations overseas. 

Mr. Apatr. Now, what is the life of this contract ? 

Colonel Kaiser. The contract currently under operation is a 10- 
month one and it is over the 30th of June this year. 

Mr. Apatr. The fee on that somebody, I think perhaps Mr. Kuss, 
stated was $17,000. The fixed fee for that contract? That figure was 
mentioned. How does that fit into the picture? 

Colonel Katsrr. I believe that an overhead or a fee charge was 
brought out by Mr. Shaw in covering the budget of the school as to 
what the cost of the operation was. 

Mr. Aparr. I believe that was an answer to questions the chairman 


put. 

Clonel Kaiser. There is a 6 percent charge which is used by this 
nonprofit organization for research and that is the fee I believe that 
is being considered. 

Mr. Avarr. That $17,000 would be wholly earmarked for research. 

Colonel Kaiser. Yes, sir. 

Mr. Aparr. You train about 100 students a month now? 

Colonel Katser. Yes, sir. 

Mr. Aparr. When did the training begin? 

Colonel Kaiser. The 2d of September, 1958. 

Mr. Anparr. In other words, this year you will train—do you run 
throughout the year? 

Colonel Katsrr. It runs mppreettately one course per month but 
not exactly. Actually there by the 1st of May we have trained 669 
students. 

Mr. Apatr. In the next fiscal year you will train then 1,200 or 1,300 
students if it goes along as planned ? 

Colonel Kaiser. Approximately 1,000, I would say. 

Mr. Apatr. At a cost of about $600,000? 

Colonel Karser. At a cost of approximately $300,000. 

The average cost per student for running the school is approximately 
$300. Their travel and temporary duty is the other cost and the reason 
that figure looks so large is not running the school, but that figure. 

Mr. Aparr. I think as the gentlemen suggest, you will want to cor- 
rect the figures on that in the permanent record. I think we under- 
stand what you mean. 

Mr. Furron. Do you mean average cost per student ? 

Colonel Karser. Average cost per student of $300, not $3,000. 

Mr. Apatr. The cost to the Government would be about $300,000 
for operating the program. 

Colonel Kaiser. Not for operating the school. 

Mr. Aparr. No, I said the program, the whole ee 

Colonel Kaiser. It is estimated since we pay the—the temporary 
duty of the student—it could be approximately that. That is the 


—_ amount. 

r. Aparr. Mr. Shaw testified to that as the budget amount. 
Colonel Katsrr. Yes, sir. If I may interject one point there that is 

very important—the subject has come up as to whether this is a Gov- 

ernment operation or non-Government and the cost factors involved. 
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Regardless of whether this is run by military personnel or by contract, 
the temporary duty continues, Therefore, that has not been a subject 
of investigation by any other committee. 

Mr. Aparr. If this question has been asked before please disregard 
it: It is possible for retired officers to draw their retired pay and also 
salary as instructors at the same time in this military institute. 

Colonel Kaiser. That is correct. 

Mr. Apar. Has this line of questioning been gone into? 

Chairman Moraan. Not in too great detail, go ahead. 

Mr. Aparr. In how many cases would you say that there is that dual 
compensation ¢ 

Colonel Kaiser. Twelve cases, sir. 

Mr. Aparr. Twelve out of thirty-four ? 

Colonel Kaiser. Yes, sir. 

Mr. Apatr. Now, why is it felt that this oe can be more suc- 
cessfully carried on—and I will address this, I think, either to the 
Colonel or Mr. Kuss—as a private contractual thing rather than as a 
departmentally operated school ? 

Mr. Kuss. I would like to summarize first of all the reasons that we 
indicated. 

First, in checking the available personnel in the military depart- 
ments to be extended to this function, we found that they were not 
immediately available. 

Second, in making the decision to go ahead with this school opera- 
tion of 4 weeks, we knew that we were trying the program out and 
deliberately set about to not build in a permanent type of operation 
until we saw how it would work out. 

Thirdly, recognizing the problem of getting ahead with the job of 
training our people going overseas was the critical timing problem 
in winning the cold war. We felt that the fastest way to get ahead 
with it, recognizing the i wa 4 2 of personnel within the depart- 
ment, was to go ahead on a contract basis. 

Mr. Aparr. If you draw people from State or Defense or elsewhere 
as lebtavers, are they compensated, apart from their regular compen- 
sation ¢ 

Mr. Kuss. No, they are not, sir. 

Mr. Aparr. How do you draw them? Do you just request of their 
superiors that they be canner to you for a time? 

r. Kuss. Yes, sir. I lecture, for example, for 6 hours at the 
school. I am requested to lecture in a field of my primary interest. 

Mr. Apatr. You say the current contract has yet 10 months to run? 

Colonel Karser. No, sir, it is a 10 months’ contract which started in 
September and will finish in June of this year. 

Mr. Apair. Are negotiations afoot for a further contract at this 
time? 

Colonel Katser. We are now currently reviewing what approach 
we are going to take and we have not commenced negotiations as of 
yet. Weare considering means of fiscal year 1960. 

Mr. Apatr. However, you said something earlier that if the course 
runs for a period of 5 years you get certain concessions made by your 
lessor. So it is assumed that this program will run for a considerable 
time yet ? 

Colonel Katsrer. That was with reference to space. 
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Mr. Suurr. I would like to answer that. Yes, Mr. Adair, itis 
assumed the school will go on the way it is going on. 

Mr. Anarr. Is the prospect for the future that the contract is going 
to be on a year to year basis, or 10 months to 10 months! 

Colonel er. An annual basis, yes, sir. 

Mr. Aparr. It would be very difficult for any other contractor to 
come in and replace the American Institute of Research, I take it, 
under the present setup, would it not? 

Colonel Kaiser. This organization has done a highly successful 
job. We feel they have been most competent. Their first contract 
as a result of an audit was far less than the original negotiation 
and we feel they have been very mn We know of no one better. 
If anyone is interested, we are perfectly willing to consider any other 
contractor. 

Mr. Suurr. We also like the product, Mr. Adair, and that is from 
our point of view—this is the reason for the exercise. 

Mr. Apatr. Theend result? 

Mr. Suourr. Yes. 

Mr. Aparr. Thank you very much. 

Now, Mr. Chairman, you have been very patient. I would like to 
come back to the question I asked Mr. Shaw earlier. 

Mr. Suaw. Through the present time, a net of $955 million of 
military assistance SS have been transferred to ICA 
under the authority of section 501 of the act—$955 million. That 
is beginning in 1952 when $478 million was transferred. 

In 1953, $123 million. 

In 1954, $12.5 million. 

In 1955, $309 million. 

In 1956, $6 million and then the last transfer was in fiscal year 
1958 when $25 million was transferred. This is for a net total of 
$955 million. 

Mr. Anpatr. Now, are there any transfers to grantees other than 
the ICA? 

Mr. Suaw. No, nostatutory transfers. I think that is right. There 
would be no other recipients. 

Mr. Anparr. In other words, the only transfer, or transfers out of 
the military assistance funds have been these you have just described 
in the aggregate amount of $955 million ? 

Mr. Suaw. Yes, sir, with perhaps one exception that I would like 
to put in the record after I verify it. We did, a couple of years ago, 
I think, transfer in this particular fashion $15 million to the Export- 
Import Bank to support the purchase of two submarines by Peru. 

I think that $15 million is in this total, but I would like to verify 
it. Thatis the only other case. 

Mr. Apatr. That was done under the authority of section 501? 

Mr. Suaw. Section 501, that is right. 

In addition to these transfers, under the provisions of the current 
section 451 and its predecessors, section 550 of the 1951 act and other 
legal authority, $908.4 million has been used by the economic side of 
the program. This is the question that Mrs. Church yy up the 
other day and I understand that the ICA has submitted a breakdown 
showing the use of these funds. 
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Mr. Aparr. In other words, from the military funds then there have 
been transferred $955 million and $908 million ? 

wr. Suaw. Yes, sir; $1.863 billion had been used by the economic 
side. 

Mr. Apatr. Would you please explain once more the difference in 
these two—I am not quite with you—the $955 million went from mili- 
tary assistance to ICA. 

Mr. SHaw. Which I classify as a statutory transfer. 

Mr. Apatr. Now, the $908 million 

Mr, Suaw. The $908 million is a result of administrative deter- 
mination by the executive branch of the Government that that much 
military assistance money would be administered under authority of 
the Mutual Security Act by ICA. 

Mr. Apatr. So that ICA was the beneficiary in each instance? 

Mr. SHaw. ICA? 

Mr. Apatr. Yes, sir. 

Mr. Suaw. Yes, sir. Their program has been the beneficiary in 
each instance. 

A part of the $908 million which was allocated under administra- 
tive determination was given to supplement the defense support op- 
erations of the ICA, which, of course, are closely related to the 
activities implemented by the military assistance program. 

Mr. Apartr. Related but not the same. 

Mr. Suvurr. It is not hardware, Mr. Adair, we are talking about in 
the 908, or potential hardware. It is that portion of the economic 
assistance which makes possible the military assistance end product to 
be able to stand where it stands. 

The first figures Mr. Shaw read, the 955, that, had it remained with 
us, would have eventuated as military hardware, services, or training. 
But that was taken up and given over to an economic purpose exclu- 
sively. 

The other, a part of that has gone into the defense support which 
has enabled some of our recipient countries to maintain the kind of 
defense establishment which we have supplied to them in hardware, 
services, and training. 

Mr. Apatr. So actually it could have been in the first instance put 
in defense support. 

Mr. Suvurr. It could have been. It could have been. 

Mr. Apatr. When these transfers out of military assistance are 
made, is the Department of Defense consulted in advance of the trans- 
fer? And if so, to what extent? 

Mr. Suaw. In the old days Presidential determinations required for 
making transfers were based on recommendations submitted to the 
President by the coordinator of the program after consulting the 
Department of Defense. The coordinator in those days had the re- 
sponsibility for the supervision and direction of the military assistance 
program. 

Now, the State Department is the coordinator and the present law 
does not give them the responsibility for supervision and direction 
but only for coordination. If any funds are to be transferred under 
either of these authorities now, the recommendation to the President 
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for his determination is concurred in by the Department of Defense 
before it is submitted by the State Department. There is discussion 
between the State Department and the Department of Defense. But 
the coordinator naturally would have under the present law a great 
deal of decision responsibility. 

Mr. Apam. In other words, he makes the decision. 

Mr. Suurr. I wouldn’t say entirely, Mr. Adair. I would like to 
leave it the way Mr. Shaw has said it. 

Mr. Aparr. He has decision responsibility ? 

Mr. Suurr. The President makes the decision, but the coordinator’s 
word is quite weighty in the balance. 

Mr. Apatr. I would assume so. 

Mr. Suurr. But not overriding. 

The Department of Defense has the prerogative if they do not agree 
to transfer the money, to refrain from concurring in the recommenda- 
tion for a Presidential determination. 

Mr. Apatr. Have there been instances of that sort? 

Mr. Suurr. There haven’t been in my tenure. 

Mr. Suaw. Ihave no such record here, sir. 

Mr. Aparr. Mr. Chairman, again let me express my gratitude for 
your patience. Could we have a detailed breakdown of that $955 
million for the record? When and for what purpose was it trans- 
ferred. 

Mr. Suaw. Yes, sir—for what purpose—we will be able to tell you 
when the transfers were made, the amounts, and the legal authority 
for the transfers, and we will do all we can to get from ICA a descrip- 
tion of use. 

(The information is as follows :) 
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Appropriation transfers, fiscal years 1950-58 


















































[In millions of dollars] 
Military assistance 
appropriations 
Fiscal year and appropriation account title 
Trans- | Trans- Net 
ferred ferred | transfers 
from (—)| to (+) 
£000 08 TUE oo. nncctsincdanddnie tense <psepieneigiiteehnigndinnUraprdiagtan 0.0 0.0 0.0 
1952: 
From “Military assistance appropriations” to ‘‘Economic and tech- 
nical assistance, Europe”? . . ...........ccencccsceccuncesceegtendoedes —$478. 2 |..-..-... —$478. 2 
From “Economic and technical assistance, Europe” to “Military 
FER EE EAE BEATLES St +$0.1 +0.1 
Net total from “Military assistance’”’.....................----.--.- —478, 2 +0.1 —478.1 
1953 
From “Military assistance appropriations” to “Economic and Tech- 
phen Nae: TNONO «din ccewis< chs oven titaniee rrnsecdseedaey 196 D hicscantente ~—125.0 
From “Salaries and expenses, Federal Bureau of Investigation” to 
“Military assistance appropriations”. ................----..--..-.-.-]--.------- +1.3 +13 
Net total from “‘Military assistance” ............- Se BS fo eae —125.0 +1.3 —123.7 
1954: 
From ‘Military assistance appropriations” to ‘‘Mutual defense 
financing, defense support, economic and technical assistance, 
BUONO. SoS aE TE eaelebe ak soledn bbe boddcnduccivee —765.0 |..-...-L.. —75.0 
From ‘Assistance to Spain (Treasury),’’ ($25.0), ‘“Mutual defense financ- 
ing, defense support, economic and technical assistance, Europe”’ 
($37.5), to “Military assistance appropriations” .................-...|..--...-.- +62. 5 +62. 5 
Net total from “Military assistance’’_...............-...-.---.---- —75.0 +62. 5 —12.5 
1955: 
From “Military assistance appropriations” to ‘‘Southeast Asia and 
boc te rte lel Settles ltt Bod Sei Sle ta ly ld a, St —261.3 |_.......-- —261.3 
‘Defense support; Murope”...-c ss singe be e's. dcs. acts eke. —387.0 }.....-.-.. —37.0 
“Defense support, Near East, Africa and South Asia’ -.............-- = 96. 9 f....-se5-- —35.9 
“Development assistance, Near East and Africa”.............-..--.-- —40.0 |------ oo —40.0 
“Development assistance, American Republics and non-self-govern- 
ing territories of the Western Hemisphere” - .-................-..--.- a, Rd —2.0 
From “Southeast Asia and Western Pacific’ ($56.5) “Southeast Asia 
and Western Pacific’? ($10.0) (common use items) to “Military 
assistance anproprintions ’. .. 8... gnccwo cs nbn ene t ecw ec ene co efannndewsue +66. 5 +66. 5 
Net total from ‘‘Military assistance”.....................-----.----- —376. 2 +66. 5 —309. 7 
956: 
From “Military assistance appropriations’ to ‘‘Defense support, 
PO FE OP SO FGA LILA INE OECD NLL Ee —@.@ I. .:.<.:..- —6.0 
WP cnish -pidatlde sndadedapl sn den ope «asdads aasadanteets beheedeedenes 0.0 0.0 0.0 
1958: 
From “Military assistance appropriations” to ‘‘Defense support’’__-.- —25.0 |.......... —25.0 
Net total transferred from ‘‘Military assistance” ..................-- —1,085.4 | +130.4 —955.0 











Source: ISA Comptroller. 
38361—59—pt. 5——-12 
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Chairman Moraan. Mr. Fulton—— 

Mr. Futon. The training, of course, is done by the American Insti- 
tute of Research for these military officers who were to be assigned to 
the military assistance programs; is that not right ? 

Mr. Kvuss. That is right. 

Mr. Furron. And secondly the assignment of these officers is under 
the Department of Defense as to who attends the school. 

Mr. Kuss. Yes, sir. 

Mr. Fuuron. The school is known, of course, as the Military Assist- 
ance Institute and that school determines not only the education of the 
officers but also governs the assignment of the officers, does it not? 

Colonel Katser. No, sir. 

Mr. Kuss. No, sir. 

Fist Furton. Will you please explain how that assignment is done 
then ! 

Mr. Kuss. The officers who go to the school have been assigned to a 
particular military advisory assistance group prior to their going 
totheschool. They have been assigned by the regular military depart- 
ments of the Department of Defense responsible for assigning officers 
to this type of work overseas. 

Mr. Furtron. The assignment is done before they ever enter the 
educational process for the military assistance program under the 
American Institute of Research. 

Mr. Kuss. Yes, sir. 

Mr. Fuuron. Do you then have educational programs that train 
them for the particular area of the world within which they will serve? 

Mr. Kuss. Included in the 4 weeks course is a part of the curriculum 
which is designed so that they get training in the particular part of 
the world—not only the part but the particular country they are 
going to. 

Mr. Futton. That training includes not only military weaponry, 
tactics, and strategy, but also the customs and the life of the people 
as well as the countries surrounding the particular country that they 
are to be assigned to? 

Mr. Kuss. Yes, sir, it does. 

I should like to say that we don’t attempt to train them in military 
weapons and tactics. We select people who have already been trained 
through regular military schools, and we only supplement their regular 
military training in this case. 

Mr. Fuuton. But, my point is rather not that you train them as 
such but that you aim the training in a particular way towards a 
particular area in view of the whole population conditions that 
might be existing—for example, particularly in Bolivia or Latin 
America, the Caribbean area, and South America? 

Mr. Kuss. Yes, we do. 

Mr. Futon. The training you give is specifically aimed to avoid 
the pitfalls that are mentioned in the book “The Ugly American” ? 

Mr. Kuss. Yes, sir, it is. 

Mr. Fuuton. And to have people who have a proper background 
none they get “ the area to which they will be assigned for a U.S. 
military purpose 

Mr. Kuss. Yes, sir. 
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Mr. Fouron. Do you have a special kind of training for the Latin 
American area, particularly the Caribbean and South America that 

ou consider adequate in view of the recent events that have been 

appening, with certain reactions to our Embassy, consular, and mili- 
tary U.S. ss Seanigg assigned to this area. 

Colonel Katser. I would like to answer that this way: We do have. 
One of our instructors is a retired officer who was former chief of 
the military mission to Equador and he was deputy director of the 
Inter-American Defense Board. He is thoroughly familiar with all 
aspects of Central and South America. 

Mr. Fuuron. You feel, then, that the training you are giving these 
U.S. officers, supplementing their regular weaponry training, is aimed 
at the Particular needs of the country to give these people the back- 
ground necessary for them to perform efficiently in the U.S. military 
assistance program in that area. 

Colonel Katser. We feel it is essential to the needs of both MAAG 
and the mission personnel performing MAP functions from a country 
point of view, as people-to-people ambassadors and as defense rep- 
resentatives and as military assistance technicians involved in the 
multimillion dollar program. 

Mr. Fuuron. And this assurance can be given by the Department 
of Defense representative, the Department of State representative, as 
well as the Office of International Cooperation. 

Colonel Katser. That is correct. 


Mr. Futron. Will you please put such statements in the record so 
that we have those assurances in view of the questions that have arisen. 

It doesn’t have to be done here but can be supplied later. 

(The information is as follows :) 


MILITARY ASSISTANCE INSTITUTE REGIONAL AND COUNTRY ORIENTATION FOR 
PERSONNEL 


1. One of the objectives of the training at the Military Assistance Institute is to 
enlarge the MAAG officer’s understanding and appreciation of the culture, the 
customs, and people of the country to which he is going. This instruction is given 
to increase the ability of a MAAG officer to deal effectively with his counterpart 
in the host country. : 

2. Instruction may vary, however, from region to region. For example, stu- 
dents going to Central and South América visit the Inter-American Defense Board 
where they have an opportunity to talk to the delegate on the Board from the 
host country. Liaison is maintained with the Organization of American States 
in order to obtain current publications. _In addition, the Institute has obtained 
recordings of the national anthems of the countries in South and Central America 
which currently have assigned MAAG’s and missions. 

3: Actually, instruction begins prior to the students’ reporting to the Institute. 
Upon receipt of orders assigning a student to the Institute, which is generally 
2 to 38 months in advance of his arrival, study material is sent to him which in- 
cludes a book on the country, a station report, language study records with a 
phrase book, and guide material which has been obtained from the host country 
embassy in Washington. It has been’ the experience of the Military Assistance 
Institute that this reference material is of great interest to the students’ wives, 
as well as their older children. Scheduled instruction consists of the categories 
listed below : 

(a) Country briefing: This consists of a lecture followed by an open forum 
discussion. During this period, the history, geography, climate, and living con- 
ditions are described and discussed. 

(b) Regional briefing: This classified period also consists of .a lecture, followed 
by a panel discussion. During the regional briefing, key personalities—both mili- 
tary and political—are described, as well as the country’s relationship with its 
immediate neighbors and any problem areas that exist between them. 
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(c) Visits to host country embassy: Usually the student meets the ambassador 
and is briefed by military and other attachés. 

(d) Host country classified briefing: A discussion of the military forces of the 
country, their place in government, and the obstacles that arise in offering advice 
to the host country personnel. 

(e) Films and color slides are shown picturing the country and people. 

(f) County Study Project: This block of instruction consists of lectures, stu- 
dent presentations and panel discussions on six cultural areas—religion, educa- 
tion, the family, social relations, political and military influences, and the economy 
of the host country. The method of presenting these subjects is described in 
detail in the booklet Country Study Project. (The booklet referred to is con- 
tained in the files of the committee. ) 

4. Included in the Country Study Project booklet is a list of selected books 
which are available in the Military Assistance Institute Library for the student’s 
research on his assigned category. More extensive reading lists are prepared 
on each country and revised as new material is added. 

5. To insure that the instruction is up to date, people from the country under 
discussion, American personnel recently returned from abroad, or other area 
experts, are used as panelists during all discussion periods. 

6. Since it has been found that the family of the MAAG officer is as important 
as the officer in cultivating individual effectiveness in a foreign country, the wives 
and older children are invited to attend all of the above instruction, except por- 
tions which are classified. 


Mr. Kuss. Mr. Chairman, I would like to include in the record a 
short summary of the curriculum and the method of teaching at the 
school which will describe some of what we have been talking about 
here. 

Chairman Morean. Without objection it is so ordered. 

You spoke of the $85,000 savings in active duty personnel. Could 
you furnish us a statement for the record to show that you actually 
save $85,000 here? 

Colonel Karser. Yes, sir. I can take the staff of the school as 
currently operated. It amounts to approximately $199,640, as our 
study indicates. 

Chairman Morean. Did you furnish these charts for the Post Office 
and Civil Service Committee? 

Colonel Katsrr. No, sir; those are ones that they made up them- 
selves from certain statistics [indicating]. 

I cannot answer for the strncture in civil service because I know 
of no office that employs GS-2’s at the present time and in that list 
there are six GS-—3’s, who are almost impossible to find to employ. 

Therefore, their figure would appear to be rather low as to what the 
active duty requirement would be. 

In addition they have added on the entire retired pay. 

Now, we grant that if we called all personnel in the Department of 
Defense back from active duty and nobody retired in either civil 
service or Defense, we could save a great deal of money, but it is 
not the wav that the Government can be run. 

These officers, if called back to active duty individually, would re- 
quire approximately $170,000 in salary oathiie than $102,000 which 


thev are drawing, the retired officers. Therefore, the figure here of 
an increase of $33,000 is not pertinent to the exercise. 

I would like to cite the policy concerning recall of officers to active 
duty, and it is not necessarily in consonance with the policy of the 
Department of Defense to call these individuals—this school would 
in all probability have to be run in accordance with the normal 
policy of career planning and compensation by which the entire 
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military establishments are run. Therefore, there would be no say- 
ings to the Government. There would be an actual increase overall 
to the taxpayers of $85,000, approximately, as we list in our study. 

Chairman Morean. Now Colonel, could you furnish us a chart 
similar to this that you think is the way it should be? We would 
like something in the record and we don’t want to use this chart. 

Mr. Furron. Could you compare the two charts by inserting each 
and say where the changes should be made? I think that would help. 

Colonel Katsrr. Yes, sir. 

Chairman Moraay. Fine. 

(The information requested is as follows :) 


Satary ComparrisoN—ContTractor Versus Active Duty OpEeRaTION 


1. Attached is a schedule (enclosure 1) which compares the current salaries 
of the Military Assistance Institute staff operating under AIR contract with 
the estimated salaries for a possible active, in-Government staff. As indicated, 
MAI staff salaries total $201,340 versus $286,133 for active, in-Government 
operations, for a net saving of $84,793. The development of this schedule was 
based on the following assumptions : 

(a) Students attending the MAI consist ef senior officers, including those of 
general and flag rank. The complex nature of the course necessitates a staff 
with a high degree of experience and knowledge in order to coordinate and 
teach these key personnel. 

(b) Outside income, whether from private investments or retirement pay, of 
present staff is not considered. 

(c) No provision has been made for recalling the present staff to active duty. 
Recall to active duty of the present staff is impractical and uneconomical for 
the following reasons: 

(1) Policy: Although the President may order any retired member of the 
Regular Establishment to active duty, the services’ policies on recall of officers 
to active duty all provide that no officer will be retained involuntarily beyond 
the date of retirement eligibility except under conditions of declared emergency 
or mobilization. Of the 12 retired officers, 3 were retired for physical disability, 
2 voluntarily, and the remaining 7 come under mandatory retirement regula- 
tions. To recall physically disabled and mandatory retired officers to active 
duty, even with their consent, is normally contrary to policy. 

(2) Authorized ceiling: When recalled to active duty, retired officers in the 
grade of major and above are paid under the military personnel appropriation 
and count against the services’ authorizations. Any retired general or flag 
officers recalled would cause the Army, Navy, or Air Force to lose the services 
of a comparable number of general or flag officers, possibly in higher priority 
positions. Since the services’ requirements for general] or flag officers currently 
exceed their authorizations under the Officers Grade Limitations Act, such 
action would have an adverse effect upon the ability of the services to meet 
requirements. Other adverse effects relate to promotion opportunities, morale, 
austere personnel authorizations and officer procurement in all grades. 

(83) Cost: If the members of MAI currently retired were recalled to active 
duty under the new Career Compensation Act for a normal tour of duty, their 
retired pay would be increased, for life, from a total of $84,094 to $99,850, or 
$15,756 per year (enclosure 2). 

(4) Staff organization: The present staff would be completely disrupted by 
recall to active duty. The Director, for example, became a brigadier general 
upon retirement. The Director of Instruction ranks him, having been a brigadier 
general on active duty since 1952, and one of the instructors retired as a major 
general with 32 years’ service. Thus, recall would necessitate a complete reorg- 
anization of the present staff. 

2. Pronouncement of a purported $33,000 increase (enclosure 3) in cost 
to Government by virtue of contract operations has been artifically developed 
by: 


(a) Adding the $84,094 retired pay to the cost of the MAI payroll (column 
A, enclosure 1). Retired officers would continue to draw retired pay whether 
or not employed on this project. Retired pay (enclosure 3) was added to MAI 
cost in column A, but not where appropriate to the active duty, column B. The 
research coordinator, for example, is listed as receiving $9,000 from MAI plus 
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$8,859 retired pay (column A, enclosure 3). but is proposed (column B, en- 
closure 8), as a GS-13 at $10,370. Actually, he is a Reserve officer and could 
receive $10,370 as a GS-13, plus $8,859 retired pay. 

(b) Downgrading OSD estimated active, in-Government (enclosure 1) staff 
salary requirement by $33,987. (Comparison of column B, enclosure 1 with 
column B, enclosure 3 illustrates differences of opinion in grade structures, 
Although these differences could be subject to adjustments, it is believed that 
column B, enclosure 1 is generally more realistic than the other schedule.) 
It should be further pointed out that column B, enclosure 3 lists military active 
pay as $128,506, which is $37,288 less than the mandatory pay (enclosure 4) if 
present staff is recalled to active duty. Major General Smythe’s retired pay 
of $10,269 plus MAI salary of $8,000, for example, are listed in column A, en- 
closure 3, whereas column B, enclosure 3 shows the proposed active duty cost 
for recall of a colonel at $14,036 rather than $18,826 for a major general. 

3. The pay schedule shown in column B, enclosure 3, which purports a $33,000 
saving lacks practical application and validity, Since it. is extremely doubtful 
whether many members of the current staff would be available for in-Govern- 
ment operation (see para. lc above), and particularly in grades shown (see 2 
above), the services of these personnel which we are now getting at reduced 
cost would be lost, and their retired pay would still be an overall charge to the 
taxpayer. If there is any validity to adding retired pay to the current cost 
of operation under contract, it then appears equally valid that the retired 
pay be added to the estimated costs shown in column B, enclosure 8. 

4. In the final analysis, it would appear that the schedule provided in en- 
closure 1, which indicates approximately $85,000 annual salary saving when 
compared to an active operation, has validity, whereas the comparison (en- 
closure 3) which purports a $33,00 saving does not. 


[Enclosure 1] 
Estimate of MAI and active duty military operation salary comparison 


























Column A Column B 
MAI Staff (ATR) Salary Active duty Government operation Salary 
i lA le a lage Mea $14, 500 Beeees inne ae Apa aHetes $16, 728 
 , BPS Pee Rip a EE I ce a AEE SEE | ieee RRA AL 5, 880 
Director of instruction. -..........-.-.- 10, 000 Briendler CRs See See 16, 728 
Operations officer ----.-.-----...----- 9,000 | Lieutenant colonel. .........-....... 11, 516 
Assistant operations officer__.......--- 5, 000 ll ccebieeinien ree nebtnne~ernemtenns 9, 570 
nt PO ORES RE ERASS Mant Sana ee fsa chat th cnckddedptcccnsacssutes 5, 390 
Receptionist. 4:200 1: GO-6.0 a5 Ot 5 es 3 kt 4,940 
Instructors (6 at $8,000) .........-..... 48, 000 Colonel (3 at $14,036) ..........-....- ig 
Lieutenant colonel a at $11,516)... .- 34, 
Training aids supervisor-__............ O00 1. CPO. 2b. esi 6, 885 
Assetant (and projectionist)......-.-. 4,000 | GB-~7__..--..--.2. cb ki 5, 880 
Saeiauar telges TOTS tt cammmeaeana cements ra 
on e' ~ ft we Ne aR EE eat es Sk alll NP ange totes debi 
Seb Pisce GEA IT’S 1 OOOO POsobe. i. dk 14, 036 
B.. gcieksow-ade--3i3-sbt 6, 000-1 GB-19. 5. cases iece sens ecsl. cal) 9, 530 
a eS ete te eee A as et cneneeeniconanaettkhoocedti 5, 880 
— of administration. -_........-- a ei allel id ne A AB ts 14, 038 
> aba taeabbbonteeiieawituts 4/008 F GOO. cole Abe llc 5, 390 
ulebsbith bbggencgtergucsepadesiihd 6,000 | Lieutenant colonel. -..........--...-. 11, 516 
Olerk-typist il einai aniatiiasinenivaal 3, 500 4 of 
ORE. nspernoeuegeqpronree= 5, 000 6, 
SAE EERE eA BESS 4,000 4, 325 
ET cnconnsnenccachnenewe 3, 600 4, 335 
Multilith yaaenets samen prrvers- ert x od 2 = 
Stock clerk (packet room) - -__...-.--.- t 
ie. cist ies dibadinkishint hn 3, 500 4, 325 
a ae 2 3, 500 4, 065 
SITE -ceentnnacbevgn-enevinnraanias 7, 000 4 
ER DE SR EE REE Bin 4, 200 5, 
Olerk-ty pitt... 55.2 22s 3, 300 4, 065 
re eee 201, 340 OE dei cnk Gicchanenseonensen 286, 133 
Estimated active-duty cost_ — 133 c 
MAI cost..._...- 1, 340 
se 84, 793 
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Comparison of present retirement pay and new retirement pay if recalled to 


active duty 











Title Present New 

retirement retirement 
ae sap omnes oc ccnssmtcneguscaqaucedssucecebcudtessawempondupbavnabohabes $6, 027 $8, 450 
pf PRR RENN ERASE NERD SOE SRE ESP ROE, 9, 227 10, 600 
ESET ALI «EPO Gt oe 55 IE, Shes rl. 5, 112 5, 850 
TOME PES ae BF as Se ey es Py eee ea 2a Ber ey ae Pe ST ec ae ay eee A 7, 556 8, 865 
AO, SRE EERE READ. LE ae a, SERED eee NESS 2 10, 269 12, 400 
i | oe opeccesesenenscnrecessascesenssecundesssvecbete 2, 202 3, 510 
DOD Sb nn cebdidns bb ak x Setak dees erwrdses beerats vere 4 <d0ete~aen 7, 319 8, 865 
DOs ce vinnteienntesosesuregesusqpren=sghtestcbescendds seateccUnpoaateaton 7, 500 8, 865 
Resenrels cpordinaters J ~~ 454553. - 4 - sags 3-555. 63- ate. 1.28. 8, 859 8, 865 
DOGO OE ONO i 6 on 3 555 5G = apis 35 4~ - - hein dose na 4p oo 5, 953 8, 865 
Deputy director of administration. ----.............------.--. 22.22 -- 2... 8, 865 8, 865 
SSE a 5 i hs sine nba Serbo cttbentemeneel —_ 5, 115 5, 850 
ohh Sb bs obeidds oa SOSH) ~ Spb ede Fake adel 4 26d iss~ a danke 84, 094 99, $50 


Tot 
Difference $15, 756 per “year. 
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Contractor versus Government operation—Military Assistance Institute 
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Col. A Col. B 
Salaries paid by contractor Comparative salaries if 
operated by Government 
Salary 
Title Title Total 
A.LR Ret. Total 

IEE crea naness ties printrss aan $6,027 | $20, 527 oe general__ $16, 728 
ON it ti Leng dg danet shh wonbitaiis 2, } ean eB er 4, 340 
Director of instruetion. .....-...-. .....-- 10, 000 9, 227 19, 227 Colonel ev Ree 14, 036 
Operations officer -.-._.....--- 4 Get Ts Fe 9, 000 5,112 14, 112 | Lieutenant colonel. - 11, 516 
Assistart operations officer... ........-- S| aes 5,900 | Majop.......-..-.--- 9, 570 
a et etd a ol OE te af 4 gf Cs e.g eee ale 4, 340 
Reeeptiomist. «24. 5- sb y-bi 5. -peethij 4,200 }.---..-..- 4,200} GB-5_....--.2-.22. 4, 340 
ee Ree RR aE: SRNR PRT Ne 8, 000 7, 556 15, 556 | Colonel... -.-..- ES 2S 14, 036 
OO CRBSE NRPS SE Bb BEd Pe Oe a/R 8, 000 10, 269 10, B00 2h dOi soe i 14, 036 
| RES BREE Fc RNS RO 8, 000 2, 292 10, 202 |..--- i eee se 14, 036 
lian cll CARTE SP SER OE RS. 8, 000 7,319 15,319 | Lieutenant colonel. - 11, 516 
| ee Oe ap es we oe eee ee eet ee 8, 000 , 500 15, 600 | ..--. Y S900 C MEE eee 11, 516 
aint ea Sip areca, Ye ni tips BE Bsecade wot 8,000 11, 516 
Training aid oe ip A HOMER AE bt §, 200 }-.......-- 5, 200 , 280 
Assistant training aid -.. .........._.-... 4,000 }.....-..-- 4, 000 4, 790 
| Ra) al ll Re WE Ieatcncscoe 3, 600 3, 945 
Project SO) SYST ee oe eT eee 3, 120 3, 445 
Research coordinator -_--..- aise 9, 000 8, 859 17, 859 10, 370 
a research coordinator... 8, 000 | - {> 8, 000 7, 510 
i ke re eee +e 4, 200 |. . 200 3, 945 
Director of administration. __..-.___..-_- 10, 000 15, 953 11, 835 
ONE 5 5 4 aids hice nae saescwaes 4, 500 4, 500 4, 340 
Deputy Vastels of administration. ____-_- 6, 000 14, 865 8, 810 
2 STS EE PE SE 3, 500 3, 500 3, 685 
EE FT era 5, 000 | - 5, 000 5, 280 
Curm-apenee fs 8h Was 4, 000 4, 000 3, 685 
Security. files clerk.._._......___- caer | 3, 600 3, 600 3, 685 
faery fee cach Sana: nd lomo Avec 3, 300 3, 300 3, 685 
Stock clerk__........).. ASR > PATS 3, 120 3, 120 3, 350 
ARE SS RRS RES: Fo ) 3, 500 3, 685 
Do pe: ‘ ey ee ee 3, 500 3, 685 
Sieesteal.. as eK el ee ae i rr 7, 000 6, 285 
Assistant librarian. pe geet 4, 200 5,115 9, 315 5, 880 
Oletk- typist. Se. 7505.02.40 ti 5 Lobos 3/800 }...-...... 3,300 3, 445 
Total. 201, 340 eg ESP TR a ae 252, 146 

Difference, $33,288. 
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[Enclosure 4] 
Active duty pay of 12 retired officers 








Seen oe cebrnl 3s. ak EE kos $18, 826 
Deeteneior.qemeraia, at SIG FEB wisi ccs ci cccenninujeeweesensacdoes 33, 456 
6 colonels or captains (USN) at $14,036__._......-...-----.----------- 84, 216 
ee eee: 08 Oa eee eS os Se ee ek ees 23, 032 
SB EE FR TREC See ae cea SY CCT ae oe OE Sn eer NT OP eS 6, 264 

Total eed t Ne ES Bel oe Le ee eine ees 165, 794 





Chairman Morcan. Colonel, in your explanation will you explain 
the $33,000 difference / 

Colonel Kaiser. Yes, sir, I can easily explain that. : 

Chairman Morcan. Colonel, one question I asked you previously 
about the absentee professor, the psychology professor who is operat- 
ing this school. Now, is he an absentee professor ? 

Colonel Katsrer. No, sir. The director of the school is a retired 
Brigadier General Newton. 

Chairman Morcan. Who was this so-called University of Pitts- 
burgh professor, what is his name? 

Colonel Kaiser. They are speaking of Dr. Flanagan, who is the 

resident of the American Institute for Research, whose office is in 

ittsburgh, and visits the school from time to time. He has numer- 
ous contracts, of which this is one, and his project officer, or director, 
is located here and works 6 to 7 days a week running the school. 

Chairman Morgan. His project officer is a retired brigadier general 

Colonel Karser. Yes, sir. 

Mr. Forman. May I add something in that connection: Brigadier 
General Newton is a retired reservist and not a retired Regular officer. 
There is no legal authority to call him back to active duty without his 
consent. 

Chairman Morean. But he is still getting his retired pay, even 
though he is retired ? 

Mr. Forman. Yes, sir, he is drawing retired pay and the civilian 
pay from the contractor, but we could not, if we wanted to, call him 
back to active duty. 

Chairman Morean. They point out that his salary here as a director 
of the military institute is $14,500, and his retired pay is $6,027, mak- 
ing a total yearly salary of $20,527, where the salary of a brigadier gen- 
eral is only $16,728. 

Colonel Katser. That is correct. He could work in any job he 
chose with the Government or out of the Government as a Reserve 
officer and less than 20 years service, and dual compensation or employ- 
ment has no effect on him. 

Chairman Morcan. I just put those figures in the record because I 
want to show that they are pointing out that this one particular di- 
rector is making more money with his dual salary than he would if 
he were serving as a brigadier general. 

Colonel Kaiser. That is correct, sir, if you add his retired pay, 
which we consider not particularly pertinent to a study as to how 
much it is costing to run the school. 

Chairman Morean. Thank you, gentlemen. 

The committee stands adjourned until 2:30 o’clock this afternoon. 

(Whereupon, at 1:15 p.m., the committee was adjourned to recon- 
vene at 2:30 p.m., the same day.) 
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AFTERNOON SESSION 


The committee reconvened at 2:30 p.m., Hon. Thomas E. Morgan, 
chairman, presiding. 

Chairman Morgan. The committee will come to order. 

We meet today in executive session on the mutual security exten- 
sion for 1960. 

Our witness is Hon. William H. Draper, Jr., Chairman of the Presi- 
dent’s Committee To Study the United States Military Assistance 
Program. 

General Draper, we are glad to see you here today, and you may 
proceed in any way you wish. 


STATEMENT OF HON. WILLIAM H. DRAPER, JR., CHAIRMAN OF 
THE PRESIDENT’S COMMITTEE TO STUDY THE UNITED STATES 
MILITARY ASSISTANCE PROGRAM 


Mr. Draper. Mr. Chairman and members of the committee, it is a 
privilege and an honor to have the opportunity to speak to you today 
and to try to explain to you as at as I can the methods that our 
Committee followed and the conclusions to which we came. 

About 4 months ago the President appointed the Committee, and 
he asked us basically two questions: 

First, to evaluate the military assistance side of the program, taking 
into account the economic impact that it might have and to suggest 
any ways in which it might be improved to further the security of the 
free world. 

The second question he asked in effect was this: 

What should be the balance or relative balance as between military 
assistance and economic assistance ? 

The Committee organized, selected its staff, and had many discus- 
sions and briefings here in Washington with responsible officials in 
State and Defense concerned with the military assistance and the eco- 
nomic-assistance program. 

We then split up into subcommittees and visited the various areas 
of the world and most of the countries in which there are military 
assistance and economic assistance programs of importance. 

In the European area, the NATO area, I went to the December 
NATO meeting. It was the first time I had been in one of those 
meetings since 1953, when I was in Paris as a member of the NATO 
Council. Later the NATO area was visited in behalf of the Commit- 
tee by Mr. McCloy, chairman of the Chase Bank and formerly High 
Commissioner for Germany and Assistant Secretary of War; and by 
General McNarney, who had had much to do with setting up the force 
goals for NATO at the time of the Lisbon agreement. 

Dillon Anderson, who was formerly Special Assistant to the Presi- 
dent for National Security Affairs, and General Collins, one of our 
senior military advisers, who was formerly Army Chief of Staff and 
Ambassador to Vietnam, went to southeast Asia. 

General Huii and I visited Japan, Korea, and Taiwan. 

I might inject that the Committee enlisted the help of certain promi- 
nent retired officers as senior military advisers: General Hull, Gen- 
eral Collins, and also General Bolte, who accompanied Mr. Webb, 
former Director of the Budget and Under Secretary of State under 
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President Truman, to the Latin American area. General Bolte had 
been Chairman of the Inter-American Defense Board and was thor- 
oughly familiar with the problems there. 

n addition to those three senior retired Army officers, Admiral 
Carney acted as adviser on naval problems, and General Spaatz as 
advised on the air problems connected with military assistance. 

The other main area, the Middle East, was visited by Mr. McGhee, 
formerly Ambassador to Turkey and Assistant Secretary of State for 
that area, and Admiral Radford, who is a member of the Committee, 

So our visits covered five areas of the world and most of the coun- 
tries where there are important assistance programs. 

During our visits to these areas we talked with the unified Ameri- 
can commanders—General Norstad, of course, in the NATO area 
and his staff, Admiral Felt in the Pacific, and in each country with 
the Ambassador, USOM and MAAG personnel, and other informed 

ersons. 

' We were looking first to see whether the amount that had been 
requested by the President for military assistance for fiscal year 1960 
was appropriate—that was our first mission—and secondarily, 
whether the amount requested for economic assistance for 1960 would 
do the job. The President had asked us to make specific suggestions 
for the 1960 program and specifically advised the Congress that he 
would take these recommendations into consideration and might 
amend his request, if he considered it necessary. 

Before making these trips, we had meetings with the Senate For- 
eign Relations Committee and with the chairman and other members 
of your committee, in order to get whatever suggestions, views, and 
questions that they had. 

In that connection, a letter was sent to the President some months 
ago by eight Senators on the Senate Foreign Relations Committee 
asking him to reanalyze the relative emphasis given to military and 
economic assistance in less-develo countries—this was in effect 
the second question that the President asked us to look into. 

The Senators’ letter is here, if it is desired. 

Upon our return, we had additional meetings with various people, 
including your chairman and Senator Fulbright, who by that time 
was chairman of the Senate Foreign Relations Committee. 

We gave particularly careful study to the amount available in the 
“pipeline,” so-called, a problem with which I am sure this committee 
re led familiar, but which is probably not understood at all by 
the public. 

Darkag the Korean war, as you know, there were large appropria- 
tions for military assistance for NATO. However, because of the 
Te of the Korean war, there were long delays in deliveries to the 

ATO area. As a result, a large pipeline, which amounted to over 
$8 billion of obligated but unexpended funds, came into existence. 

Gradually, through the years, this pipeline has been drawn down 
and has supplemented the lower appropriations made in recent years, 
f ce it will drop to a figure of about $21 billion by the end of this 

scal year. 

The effect of the drawdown of the original pipeline has been that 
even with lower appropriations, the average deliveries of weapons 
and equipment, which is what the military assistance program is in- 
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tended to accomplish, has over the last 3 or 4 years been fairly steady at 
about $2.4 billion in actual deliveries as well as expenditures. Even 
last year, when there was an appropriation for military assistance of 
$1.5 billion only, far below the $2.4 billion level, the deliveries in this 
fiscal year, by drawing down $700 or $800 million from the pipeline, 
will be actually about $2.3 billion or approximately the same as in the 
last. few years. 

The thing that disturbed our committee before we took our tri 
and which we kept in mind as we went around the circuit, was the in- 
escapable fact that if the appropriate level of last year’s appropriation 
of $1.5 billion is continued, with the pipeline down to a point where it 
is just about enough to take care of the leadtime in contracting—actual 
deliveries per year for the execution of this program worldwide will, 
within the next year or two be reduced from about $2.4 billion to 
about $1.5 or $1.6 billion, or a cut of about one-third. This suggests to 
us, even before we took our various trips, that either there must have 
been some change in the general situation that permitted such a reduc- 
tion or that the reduction entailed a risk that we couldn’t afford to 
take—assuming of course that the program is a desirable one, is being 
effectively carried out on the whole, and is in our own security interests. 

So as we went around, we looked at the programs proposed for 
the various areas for 1960 and considered them in the light of this 
pipeline situation. 

In the Far East we found a reasonable need in Korea and Taiwan, 
for more than had been programed. Those two countries—I visited 
both Korea and Taiwan—represent a real frontline. It is a truce. 
It is not peace. [Security deletion] two of our own divisions there. 
I stood on the frontline, in the parapet behind camouflage, and could 
see the Communist positions 4,000 yards away. 

The positions are held by North Koreans, because the Chinese have 
gone back of the Yalu, but they could be back in a week, and the situa- 
tion there is a suspension of war, not peace. 

The arms and equipment that the South Koreans have—and the 
same applies to the Nationalist Chinese in Taiwan—are largely World 
War IT equipment that was salvaged after the war. Toa large degree 
this equipment, together with some equipment our forces left behind 
in Korea when some of our divisions moved out and came back home, 
armed the new Japanese Army, the Nationalist Chinese on Taiwan, 
and the Korean Army. But this equipment is now 10 years old, most 
of it, or more, and it is gradually wearing out and becoming obso- 
lescent. So we found a reasonable need for more than had been 
programed in Japan and Korea, but not really an acute situation. 

In the Middle East, while you could argue, and our local military 
often did, for greater amounts of military assistance than were pro- 
gramed for 1960, we didn’t find any vital need for more at the 
moment. 

In the southeast Asia area, the same was true. 

In the NATO area, however, we did not find this situation. In 
reprograming from say $2.4 billion to $1.6 billion, and the first thing 
that has to be taken care of, obviously, is the normal flow of supplies 
to keep the operation going in each of the areas. Modernization of 
equipment and the advanced weapons that are a part of modern war— 
the preparation for it, and the deterrent against it—are the sectors 
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that have to be cut. Since the bulk of advance-type weapons would 
naturally go, and should go, to the NATO area, the large part of the 
cut fell there. 

We went over the strategy of the NATO area very carefully with 
General Norstad—I believe he has been before this committee, so I 
won’t go into it in any detail. We were convinced that, basically, 
the NATO strategy was correct, that their planning, under what is 
known as [security deletion] NATO minimum essential force re- 
quirements to build up NATO forces over the next 4 years (to pro- 
vide modern weapons, including missiles, air defense strength, air 
warning system, and so on) was sound, and that the reduction in 
military assistance to NATO forced by the reduced fiscal year 1960 
request amounted to an undue risk in view of the importance of the 
European area to the United States, as one of our key frontline 
positions. 

Looking at the picture worldwide, we came to the conclusion that 
military assistance is providing one very vital function for the United 
States, in that it is permitting these peripheral positions—like Viet- 
nam, which is also a truce situation and not real peace—to be held 
very largely by the local country and its forces. Of course, it is true 
that we have five divisions in NATO, two divisions in Korea, our 
Navy in the Mediterranean and our Navy in the Pacific. But broadly 
speaking, the allied and friendly forces in these far-flung periphery 
positions are strengthened and made viable, in a military sense by our 
assistance, by the arms and weapons that we supply. The result is 
that they are able to take care of a local foray, or attack, or probing 
effort on the part of either the Russians or the Red Chinese or one 
of their satellites without bringing our forces directly into play, 
thereby avoiding the very great risk of spreading the war. 

We have seen in Korea what happened some years ago when we 
had to move in ourselves. That was a limited war in the sense that 
both sides were limiting their objectives and limiting their weapons, 
but even that involved a terrible risk of bringing on nuclear warfare. 

I think a recent example last year is probably illustrative of the 
real value to the United Bake end to the entire free world, too, of 
our military assistance program. 

In Taiwan I saw the movies of most of the 30 or 40 air battles that 
took place between Nationalist Chinese pilots, who we had trained 
far better, fortunately, and the Communist Chinese pilots, who were 
less well trained. The Communist pilots had MIG-17’s, which are at 
least as good a plane as the F-86’s the Nationalist Chinese had, and 
yet over 30 Communist planes were knocked down, to 2 or 3 lost on 
our side. 

There has been a good deal of credit given, and properly so, to the 
Sidewinder in that affair, but the fact is that the Sidewinder, which 
is a very effective weapon, didn’t get into action until the very end 
of the air battles. They were rushed out of Taiwan as fast as pos- 
sible, were utilized in the last big battle, and did knock down 4 Com- 
munist Chinese planes, but some 27 had been shot down before that 
by Nationalist Chinese pilots. 

[Security deletion. ] 
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Mr. Drarrr. The Committee’s final conclusions were these, gentle- 
men: 

First, that the Communist threat in a military sense is greater 
than ever. This was not disputed by the top men in the State De- 
partment, the Defense Department, CIA, anyone down the line, or 
by any ambassador that we saw—and we saw many of our ambassa- 
dors all over the world. In fact, our Ambassador to Moscow, Am- 
bassador Thompson [security deletion ]. 

Anyway, we concluded that the military threat was greater than 
ever, With the Russians having their intercontinental ballistic missiles 
coming along, 175 divisions still in being, and over 20,000 combat 
ylanes. They have maintained their conventional strength, in fact, 

uilt it up ever since the end of World War II, while we have been 
reducing our forces. 

I was in Berlin for a couple of years after the war; our troops 
moved home bit by bit, or more rapidly than that, whereas the Rus- 
sians maintained not only their armies in being but their production 
of tanks, guns, and weapons at nearly the wartime rate. 

Now, with the missile and other capabilities of modern warfare 
that they have our conclusion is that the military threat, itself, is 
greater than ever. 

' Their economic offensive and their growing economic strength 
pose another and in many ways an equally dangerous threat. 

Their aid program, under which they give arms as well as economic 
assistance is highly selective. It isn’t as large as ours by any means, 
but they pick their countries and go in and concentrate their aid in 
that particular area, and because they have no public to account to 
they have a flexibility and a speed of action in furnishing aid which 
makes the threat a very real one. 

We concluded next that the military assistance program for 1960, 
which the President recommended at the level $1.6 Dillion, and which 
would be about a third below the recent average of yearly military 
assistance deliveries, was too low. We ioconaianaidel that an addi- 
tional $400 million, primarily for the NATO area, but to some degree 
for the Far East as well, should be added to his request. We felt 
that the need in NATO for advanced weapons, missiles, various types 
of modern aircraft and a better air-warning system, was vital, and 
that additional funds were required for these purposes. 

I might say that all of our recommendations were unanimous] 
arrived at. Our Committee—three retired military men, seven civil- 
ians—is bipartisan; I think four or five are Democrats, and three are 
Republicans—I don’t remember exactly. I might add that the Com- 
mittee includes two budget directors, one from the Democratic admin- 
istration and one from the Republican. 

We also felt that the President’s request for economic assistance 
for 1960—and I have’said very little about that because I have been 
stressing the military side—was a minimum in our judgment. We 
concluded that in another year or so the type of development loans, 
now made by the Development Loan Fund, should probably be 
stepped up somewhat, in any case for 1960 the request made certainly 
should not be reduced. 

We did stress one other factor. That is the need for a long-range 
program and recognition of that by the public. 
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One of the reasons there are valid criticisms of the mutual security 
program—and there certainly are some—is the fact that it is on a 
year-to-year basis. We can all assume that it will go on from year 
to year, but it is not being planned or executed on a long-term basis. 
It isn’t possible to limit the mutual security program to 1 year or 
even as in the case of the Marshall plan. In 1948, there was an ob- 
jective that was specific. The end was realized, and Europe did 
recover. The Marshall plan was successful. 

But today the ars security program represents a response to a 
Communist pilowphy of domination of the world that we must 
continue as long as that threat exists at its present tempo. 

And so we,stressed to the President our belief that the long-r: 
nature of the mutual security program should be recognized by the 
country, by the administration, and by the Congress in order to 
facilitate long-range planning, both by ourselves and by our allies. 
Let me say in closing that our work is still going on, we are making a 
careful study of the economic aid programs, as well as of military 
assistance. 

Mr, Chairman, I think that is it. 

Chairman Morgan. Thank you, General Draper. 

General, you are firmly convinced in your preliminary report that 
you have now given to the President that the mutual security program 
is a strong tool of our foreign policy and should be continued ? 

Mr. Draper. We definitely, unanimously, and firmly believe so, 

Chairman Morean. General, referring to your recommendation of 
an increase of $400 million which you made to the President, in your 
opinion should it be added to the program in this fiscal year, or do 
you think it should be provided by the President in some future year! 

Mr. Draper. I can’t say what the President will do, but our Com- 
mittee believes—the President and Congress will, or course, decide as 
they want—that this should be an additional appropriation which is 
required in the fiscal year 1960. Modern weapons take a long time 
to fabricate and funds to buy them should be put in the pipeline as 
promptly as possible in our judgment. 

Chairman Morean. And you feel that the $1.6 billion requested 
by the President in this year’s program for military assistance is the 
very minimum? 

Mr. Draper. We think it is below the minimum, Mr. Chairman. 

Chairman Morgan. You base that upon the condition of the pipe- 
line, that the pipeline is getting dangerously low in military su plies? 

Mr. Draper. That is one of the factors and the other is that we 
specifically examined the programs and what we considered to be 
the needs in the various countries and in each of these areas, and the 
combination added up to the same answer. 

Chairman Morcan. Now, General, I have a copy of your report 
before me and I have a copy of the report called Foreign Aid and You 
by another group of businessmen in the United States. I don’t know 
who appointed this group but I know they are in operation. 

Are you familiar with the report on Foreign Aid and You? 

Mr. Draper. I have read it, sir. 

Chairman Morean. Now, their recommendations—and I will just 
read part of paragraph 6, the last sentence: 

That the $3.9 billion requested by the President for the fiscal year 1960 be re 


duced $2 billion and each year thereafter foreign aid be substantially reduced 
until terminated within 3 years. 
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Is it your opinion a program like that would be disastrous to the 


_ free world ? 


Mr. Draver. Mr. Chairman, in addition to those two recommenda- 
tions, namely, to cut the program in half right away and to eliminate 
it in 3 years, this committee—and maybe they did a public service 
because they bring this issue starkly before the public and before com- 
mittees like your own—said we should immediately withdraw from 
Europe. They said that this Ore 9 could defend itself. That 
this hemisphere could live economically by itself. 

Mr. Chairman, in my judgment—and on this my Committee all 
agree, unanimously—what they are saying in effect is, “Well, we will 
withdraw into this hemisphere. We will let the rest of the world, 
the rest of the free world, fend for itself against the threat of com- 
munism.” 

In our judgment if the Congress and the administration should 
agree to any such program, and it should be announced tomorrow 
morning that that would be the policy, I question how many free coun- 
tries in the free world would still be free 3 years from now. I would 
hate to think of what our own situation back here, under a “Fortress 
America” concept, would be in far less than 3 years. I think there 
would be chaos in the world. 

Chairman Morean. General, you visited Korea ? 

Mr. Draper. Yes, sir. 

Chairman Morean. Did you talk to any American businessmen in 
Korea when you were there ? 

Mr. Draper. Yes, sir. In all of these countries—I failed to say 
this—in all of these countries we tried not only to carry on our study 
through official channels, but we also invited U.S. businessmen and 
local businessmen to talk to us. 

{ Security deletion. } 

Let me say in general that what the United States has accomplished 
in Korea is a great deal, but there was a long way to go. A terrific 
military burden has been imposed on a country that is simply unable 
by itself to carry that size military burden. 

{Security deletion. ] 

The Korean economy has always been a very low-level economy. 
During the years Korea was under Japan, it produced rice which was 
sold to Japan and cheaper grains were imported for the Koreans. The 
Japanese never allowed the Koreans to develop themselves so they 
have few skills and techniques that they haven’t developed in the last 
10 years. 

I was there in 1948 and 1949. I wasn’t there during the Korean 
war. I went back 3 or 4 months ago. What we have accomplished 
there, in addition to holding the line and helping them with their 
military posture, has been a recovery of their economy that in a way 
is comparable to the recovery in Europe. It was a low-level economy ; 
it still is a low-level economy, but the actual destruction of the war 
is pretty well gone. The little houses have been rebuilt; the clothing 
is better than I saw 10 years ago, and their standard of living has gone 
up a trifle. 

So the war damage has, broadly speaking, gone; but we haven’t 
yet gotten the Korean Government sufficiently interested in develop- 
ing their exports, which was the first job that had to be done after 
the war in Germany and Japan to make them self-sufficient. 











1276 MUTUAL SECURITY ACT, 1959 


It isn’t going to be possible to do the same kind of job in Korea as 
quickly, or maybe not at all, so long as this threat continues, but some- 
thing in that Jivection should be stimulated, and we are making that ° 
suggestion to the administration. 

Security deletion. | 

Chairman Morean. Thank you, General. 

Mrs. Bolton. 

Mrs. Borron. Thank you, Mr. Chairman. 

Iam glad to see you. 

Mr. Draper. I am glad to see you again, Mrs. Bolton. 

Mrs. Bouron. May I ask how you arrived at the $400 million ? 

Mr. Draper. Yes, ma’am. 

I thought that question might come up, and so I wanted to explain 
it very frankly. 

Chairman Morean. General, this transcript will be submitted to you 
for any deletions you want to make. 

Mr. Draper. I don’t want to delete it as far as the committee is 
concerned, obviously. 

I would like to make it clear that neither I nor our Committee want 
in any way to be considered as bringing any pressure on the President, 
or on this committee or on the Congress. 

I am simply trying to explain what the Committee did and how 
they reached their unanimous conclusion. 

I will read a little prepared statement on this question because it is 
a rather technical matter. 

While the Committee members agreed unanimously to recommend 
an additional $400 million, no specific Committee decision was made 
as to the list of items which was needed. 

The Committee’s view, as indicated on page 6 of the “Preliminary 
conclusions,” was that it was appropriate to leave the responsibility 
of determining the specific items to the executive branch of the Gov- 
ernment. However, it is entirely consistent with this that the Com- 
mittee members did study and form opinions as to items which were 
needed. In fact, the Committee felt that this was necessary as one 
of the principal bases, both for formulating its conclusions as to the 
additional dollar amount required, and for substantiating them later 
if the need to do so arose. 

The Committee also recognized that no list of items prepared at the 
time the Committee’s preliminary report was made should be con- 
sidered as a fixed part of the program, since many circumstances may 
have changed and new information may become available before the 
funds are appropriated and the program is finally firmed up. In 
fact, the Committee was especially impressed with the necessity for 
maintaining flexibility in the program. 

The Committee’s figure was reached on the basis of various con- 
siderations, including the following: 

First, the report of the Committee’s own NATO subcommittee, con- 
sisting of Mr. McCloy and General McNarney. 

Second, the Committee’s Far East subcommittee, consisting of Gen- 
eral Draper and General Hull. 

Third, various conferences with the Joint Chiefs of Staff, different 
members of the Joint Chiefs, and written submissions from the 


Chiefs. 
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Fourth, various conferences with Secretary McElroy and other of- 
ficials of the Defense Department, and written submissions from the 
Department of Defense. 

ifth, various conferences with Secretary Dulles, Under Secretary 
Dillon, and other officials of the State Department. 

Sixth, staff studies made by and for the Committee in Washington. 

Seventh, the conviction of various members of the Committee that 
an especially high degree of consideration in selecting items for the 
program should be given to the needs expressed by the unified com- 
manders in the respective areas. In connection with the NATO area, 
when I was in Paris in December I asked General Norstad if he 
would prepare a special study for the subcommittee that was coming 
later, which he did, and he personally reviewed it and personally 
briefed them on it, and made his personal recommendation to them. 
The same was true of Admiral Felt. 

Eighth, while the additional funds which the Committee considered 
necessary were primarily for the NATO area, the Committee felt that 
some additional funds would be highly desirable for the Far East in 
a minor degree. 

Ninth, as to the other areas, the Committee felt that the amounts 
programed were probably adequate. 

Tenth, in addition to the Committee’s consideration of the need for 
specific items, it rested its recommendation for the additional amount, 
as the report indicates, in considerable degree upon the pipeline situa- 
tion. It had in mind the continuing discrepancy between the appro- 
priation of $1,500 million in fiscal year 1959 and the proposed $1,600 
million for fiscal year 1960 on the one hand, and the necessity for 
not cutting sharply below the deliveries of about $2,400 million per 
year which have been maintained over the last 3 years, especially 
when this is considered in the light of the greatly reduced pipeline. 

We can’t see how worldwide there is any reduction in the commit- 
ments of the United States, and there is certainly no reduction in the 
threat. We see only two ways to handle the situation if there is this 
big reduction in the U.S. military assistance program ; that is, either 
to be selective, which means cutting off a list of countries, and nobody 
has given us a list of countries they want to throw to the wolves; or 
to just spread available military assistance thinly over the whole 
world and be weak everywhere. 

Excuse me for departing from the text. 

The following list is substantially illustrative of the items and costs 
which were taken into consideration by members of the Committee. 

The total gross dollar figure in the list is more than $500 million for 
modernization for NATO alone. The Committee recognized that 
certain of these items might be subject to change or omission. 

In addition to the NATO needs, the Committee felt there are, as 
stated above, some additional needs for modernization of forces in 
Korea and Taiwan. 

The Committee’s recommendation was limited to $400 million to be 
certain to be on the conservative side. 

The following list of the additional commitments for projects and 
hardware for fiscal year 1960 for the NATO area has been prepared 
by the Committee’s staff, guided by the Committee’s discussions and 
the considerations set forth above. 


38361—59— pt. 5-13 
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(The list referred to is classified. ) 

Mrs. Bouron. On page 5 you say : 

We believe that changes and modifications in certain of the military assistance 
programs can be justified in terms of more selectivity in allocating military 
assistance to fulfill essential objectives. 

What do you mean by that? 

[Security deletion. ] 

Mrs. Botton. Thank you very much, General. 

Mr. Drarer. To point out the difficulty in making quick changes, 
we said: 

However, in making any changes, we are faced with the fact that existing 
treaties, commitments and programs cannot be easily or quickly modified. Any 
abrupt or substantial changes by the United States could easily be misunder- 
stood and could produce a whole series of complicated negotiations and read- 
justments. * * * 

Chairman Morean. Mr. Carnahan. 

Mr. Carnanan. Mr. Draper, one of the paragraphs in your pre- 
liminary report: 

We believe strongly that the doubts about the program and the policy it sup- 
ports should be resolved affirmatively in the context of a longer term outlook, and 
not be left to year by year uncertainty as to what course our country will follow. 

Do you feel this doubt and uncertainty has had very much of an 
adverse effect on the program ? 

Mr. Draper. Yes, sir; in this sense—not only psychologically, which 
may be very real, but in the planning which has to go into the buildup 
of any force and the maintenance of any force by “X” country. Since 
they can’t tell until the last minute what we are really going to do, it is 
very difficult for them to plan sensible utilization of their own re- 
sources. The same is true of our own planners. 

Mr. Carnauan. Do you feel that the idea of a long-range program 
is being generally accepted by the American people? 

Mr. Draper. I believe so. I realize that this is a difficult program 
to sell, but here we do have the record of the last 8 years. This pro- 
gram can be considered to have started with the Greek-Turkish pro- 
gram to carry out the Truman doctrine. That early aid program 
undoubtedly saved Greece and Turkey from the Soviet orbit. Then 
the Marshall plan came along and then in response to Czechoslovakia 
having been gobbled up, the NATO concept. 

Bob Lovett had a great deal to do with writing the NATO docu- 
ment, and I was concerned with it at the time also. The original 
concept was one of joining hands: that if we were all united and said 
to the Soviet, “You touch one of us and you’ve got to fight all of us,” 
that would settle the problem. For a year or so that was the theory and 
then the Korean war started and there was fear of an European war 
serie So then the NATO buildup of strength at Lisbon came into 

ing. 

Well; even then it was expected that in 3 or 4 years the equip- 
ping of NATO would be over, and we could go back to work and 
not have this military assistance program on our necks. But then 
the threat became acute in other parts of the world and in spite 
of all the criticism, in spite of the difficulties in Congress that reeur 
each year, this program has gone on year after year. I think we 
will continue to stick with it. I think it will be a long-term 


program. 
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What we were saying in our report was that we believe the pub- 
lic here, and our friends and allies abroad, should have, assurance 
that it is going to be a long-term program, so that the planning 
can take place on that basis. 

Mr. CarnaHAN. But even though we continue it on a year-to-year 
basis, there is a feeling throughout the world that it perhaps is more 
permanent than they thought it was at the beginning. 

Mr. Draper. Yes. 

Mr. Carnauan. Do you feel that the American people are under- 
standing and accepting the program better now than they were 2 or 
3 years ago, or is the opposition growing ? 

Mr. Draper. I presume you people are in a better position to 
judge that from your mail than I am. 

I would think that the educational process is having some effect. 
I haven’t noticed, for example, any real support for this opposi- 
tion committee that you spoke of, this report that came out. I have 
had a great deal of mail about our Committee report. I have had 
none about that one. 

Mr. Carnanan. In yoursummary of your first report you say : 

The Communist military threat is greater than ever. 
and also: 

The Communist economic and political threat and capabilities are expanding. 

So you think the danger is growing ? 

Mr. Draper. Yes, sir. Just day before yesterday I learned from 
a responsible source that the Chinese Communist budget for eco- 
— assistance, foreign aid, was 200-odd percent greater than it was 
ast year. 

Mr. Carnaran. Do you feel that the Communists are shifting some- 
what from putting most of their reluctance on military takeover and 
switching to the economic front ? 

Mr. Draper. No, sir; I think they are adding the economic threat 
to the potential military threat. e see no evidence, nor can we get 
any from CIA, or the Joint Chiefs, or any source, that there is diminu- 
tion of the Soviet military threat. In fact because of their economic 
growth, the economic threat is now being superimposed on the mili- 
tary threat and represents a serious threat also. 

Mr. CarnaHan. You think their Jast reliance, so to speak, is in 
a Swen yy 

Mr. Draper. Absolutely, where they think it is useful to use it. 

Mr. Carnanan. That is all, Mr. Chairman. 

Chairman Morcan. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

We are very . 3 to have you with us, General Draper. 

Mr. Draper. I am glad to be here, sir. 

Mr. Merrow. I read with a great deal of interest your preliminary 
report. 

r. Draper. I was very happy to have that preliminary talk with 
you and the chairman before we made our trip. 

Mr. Merrow. Thank you so much. We are happy to have you here 
at the committee. I am sorry I wasn’t here to hear your statement 
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and if you have answered this question and it.is in the record, I will 
not continue. 

You recommended an increase of $400 million in military assistance 
in addition to the $1.6 billion that is in the request. at are the 
major reasons? 

Mr. Draper. Primarily, sir, because in making our visits to the 
various areas and trying to evaluate the program against the need, we 
found a really alarming shortage in the NATO area in modern wea- 
pons and in the buildup that has been agreed to by these 15 countries 
through their military and political chiefs. After talking with Gen- 
eral Norstad and reviewing the program for NATO and seeing the 
shortfall, it was our oe som that it was just an unacceptable risk 
to fall so far behind the planned buildup. 

In addition, the argument that I have outlined regarding the pipe- 
line—which worldwide will show an automatic drop if the appropria- 
tion is at the level of $1.5-$1.6 billion of about one-third in worldwide 
deliveries of equipment within a year or two. Since there is no diminu- 
tion in the threat or in our commitments we see no justification for 
permitting this to happen. Weare not reducing our own defense effort 
of $40 billion or whatever it is. How can we justify a one-third cut 
in something that is at least in our opinion just as essential a part of 
our own security ? 

Mr. Merrow. You think the threat in the NATO area is greater 
than southeast Asia ? 

Mr. Draper. No, sir, but because in this program you have to first 
take care of maintenance and the normal supply arrangements for 
forces in being, the greater part of the cut. would be in modern wea- 
pons that are primarily going to NATO. This area is the one where 
modern weapons are needed; the Russians with 20-odd divisions in 
East Germany are so armed, whereas you don’t have that same 
situation in Korea or Taiwan. The Communists are there, but the 
Chinese Communists are armed with conventional weapons, primarily. 
So there is a difference in requirements for the several areas. 

Mr. Merrow. You recommended also a lending capacity of $1 bil- 
lion a year. 

Mr. Draper. Not for this fiscal year, but we felt by the time another 
year rolled around, this might be required. In the light of the large 
number of newly developing countries throughout Asia and Africa, 
there is a tremendous problem of trying to give them a hope of some 
increase in their standard of living. 

To allow these countries to fall back in their standard of living 
when the Chinese and the Russians are in fact going ahead in an 
economic sense would be a disastrous matter for the free world and 
for the United States. Therefore we felt that more development 
loans might be needed. 

Mr. Merrow. You would use most of that through the Develop- 
ment Loan Fund, I take it. 

Mr. Draper. Yes. We are studying the economic assistance pro- 
gram now and one of our next reports will cover this subject, includ- 
ing organization and procedures. 

Mr. , mai Now, in the proposed budget for next year there is 


suggested an expenditure of $43.6 billion for the Defense Department 
all told and $3.9 billion for this program. If your recommendations 
were accepted, the latter would be increased. 
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Do you feel that the money spent in military assistance and eco- 
nomic mugers in this bill is as essential as any money we might spend 
in the other area for planes, submarines, or ammunition and guns? 

Mr. Draper. Yes, sir, we do because this supplements what our 
allies and friends are spending on their forces, and gives such forces 
a validity and strength they would not otherwise have. I asked that 
question almost as you have asked it of General Twining and his an- 
swer was “Yes,” 

Mr. Merrow. The reason I asked, we will probably approve unani- 
mously the $43.6, which I think we should and we have no quarrel 
with it, but we get into a row over this part of it because evidently— 
and I am glad you have emphasized it—perhaps people don’t realize 
that it is as much a part of our defense as money spent in any other 
area, 

Mr. Draper. You see, sir, we have an Army of a little less than a 
million. Our friends have in being armies—I think I mentioned this 
perhaps before you came in; the others will pardon my repetition— 
of about 5 million. Now, it would be absurd for us to try to build up 
our force to take over the defense of areas all over the world. Nobody 
would like it, including ourselves. We don’t want to put our men 
out there and we couldn’t possibly afford it. It would cost 10 times 
as much to try to do it that way and it would probably be impossible 
anyway. 

fr. Merrow. Of course, I don’t think this authorization and re- 
quest should be cut but if the Congress in its wisdom feels that it has 
to be cut somewhere in the interests of economy or budget balancing 
or what have you, where could it be cut to do the least damage? 

Mr. Draper. That is a question I am not qualified to answer, and I 
don’t think I would care to. 

The Committee considered this question of cost and of whether the 
United States could afford this program. We battled it back and 
forth. We had two former directors of the Budget Bureau in our 
membership, and they had struggled with this kind of problem, just 
the kind of question you are aking. when they were in the Govern- 
ment. We came to the specific conclusion that in today’s world our 
country can afford what is really necessary for our security. We be- 
lieve this is essential to our security and that the thing we can’t afford 
would be the costs and risks that would come through abandoning or 
emasculating this program. I don’t believe it should be cut, sir. I 
think it should be increased. 

Chairman Morean. The gentleman’s time has expired. 

Judge Saund. 

Mr. Saunp. Thank you, Mr. Chairman. 

General Draper, I join with millions of other Americans in thank- 
ing God that we have men like you, Admiral Radford, General Gruen- 
ther, and others who, after having earned their retirement can be 
called upon to serve their country whenever they are needed. We 
have the profoundest respect and admiration for you and for your 
work and your services to the country. 

When you were in Pakistan, had the change in Government already 
occurred, or was it afterward? You know there was constitutional 
prommnnest in Pakistan and now there is a dictatorship. Had that 

appened before or after you were there? 
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Mr. Draper. I didn’t personally go there. Mr. McGee and Ad- 
miral Radford went to Pakistan. 

Mr. Saunp. Did you hear about it ? 

Mr. Draper. The new government had taken over by the time they 
went to Pakistan. 

We asked them to visit Pakistan because Senator Fulbright had 
asked us this question, whether or not the Pakistan army was bei 
built up with our assistance against the Soviets or against inion’ 
am being very frank. 

Mr. Saunp. Yes. 

Mr. Drarer. They found 

Mr. Saunp. If you want to take it off the record it won’t make any 
difference to me. 

Mr. Draper. Surely. 

They found that with the Kashmir situation the way it is, with the 
water problem between the two countries, that certainly some part 
of Pakistan’s fears had to do with India, and conversely the same is 
true of India. And that probably if these problems did not exist 
between two of our friends, both sides could have reduced their forces 
somewhat. Whether they could or should now with the Tibet situa- 
tion as it is, I don’t know, 

They felt on the basis of talks with the new government in Pakistan 
and otherwise, that it was perhaps doing better than the old govern- 
ment. But their report about Pakistan was quite favorable. Not on 
the economic side. They said there were real difficulties on that side. 

Mr. Saunp. Do you think that 

Mr. Drarer. If you would like to get a direct report from Admiral 
Radford and Mr. McGee I am sure they would be happy to come 
before your committee. 

Mr. Saunv. Do you think that if the difference between Pakistan 
and India were resolved—that is a big hope because of an agreement 
that was signed under the direction of Mr. Black of the World Bank— 
the necessity of giving this military aid to Pakistan will diminish? 

Mr. Drarer. Yes, sir; I do, provided two or three things could hap- 
pen, but it is one of the most difficult political problems there is. 

I was in India shortly after the war between the two countries and 
saw both their armies and know the deep feeling that is there. As 
you know, Mr. Black of the World Bank is going next month to both 
countries. I saw him last week and he is reasonably hopeful that 
some solution to the water problem can be found. 

[Security deletion. ] 

Mr. Draper. The plan that the World Bank has worked out and 
will propose to both countries would divert certain other waters, put 
in various irrigation projects and power projects at considerable cost 
over a period of 10 or 15 years, but if this plan could be used as a 
fulerum to accomplish two or three things, one to settle the water 
problem itself, second to resume trade which is now not being encour- 
aged between the two countries and which is damaging both coun- 
tries very materially [security deletion] the danger in that whole 
area would have diminished. And then I think they could and 
should both reduce their forces. 

Mr. Saunp. Now, gentlemen, you know the present government in 
Pakistan is getting a little jittery. Just a few days ago the President 
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of Pakistan confiscated the Pakistani Times in Lahore and other 
newspapers. He had to do that because there was some trouble. 

Mr. Drarer. I didn’t know that. 

Mr. Saunp. General, what part did our military aid to Iraq or 
the military strength of Soviet Russia play in generating the revolu- 
tion in Iraq? 

Mr. Draper. I don’t believe, sir, that our military assistance played 
any part in the revolution. The fact that there were assassinations 
and that the leaders were eliminated came from the political pres- 
sures underneath. The revolution would probably have recurred 
whether or not there had been military assistance on our part or on 
the Soviet side—there was some from them. 

[Security deletion. ] 

Mr. Saunp. Yes, because they are very close, you know. 

Who is this General Hull you talked about? 

Mr. Draper. He was one of the five senior military advisers who, 
without compensation, assisted the Committee. He had formerly been 
the United Nations commander in the Far East and is one of the 
most levelheaded Army officers that I have ever known. 

Mr. Saunp. Now, general, you have been a general all your life 
in the military. 

Mr. Draper. Not all my life.. I am primarily a civilian. 

Mr. Saunp. I did not know that. 

Mr. Futon. He started as a lieutenant, too. 

Mr. Draper. I was in the First World War and I came back in the 
Second World War. I stayed in the Reserve in between when I was 
working in New York. Now I work in Mexico. 

Mr. Saunp. We have General Draper, Admiral Radford and Gen- 
eral McNarney. 

Mr. Draper. General McNarney is a professional, There are three 
professional military men. 

Mr. Saunp. And General Gruenther. 

Mr. Drarer. Yes, sir. 

Mr. Savunp. And Dillon Anderson, ex-Secretary to the National 
Security Council ? 

Mr. _ Sen Yes, sir. During the war he was a lawyer with the 
Government. I knew him first in the Pentagon. 

Mr. Saunp. And Mr. McCloy, former Military High Commissioner 
to Germany, Assistant Secretary of War—what I was trying to figure 
out is, could it be that this Committee with the military background of 
the leading men on it, would consider the military angle more domi- 
nant than the political angle? 

Mr. Drarrr. No, sir; I don’t believe so. I think the President in- 
tentionally appointed seven civilians—I hope you consider me a 
civilian—and three military men just for that reason. 

In that connection, I should like to read a brief comment by Senator 
Fulbright. He was one of the eight Senators who wrote the letter 
to the President raising the question about the proper emphasis to be 
given to military and economic assistance. When our report was put 
on the record in the Senate by Senator Dirksen, Mr. Fulbright said: 


Mr. President, I am very glad the Senator from Illinois— 
this bears on this economic versus military question— 


Mr. President, I am very glad the Senator from Illinois has just placed the 
report in the record. I join with him in saying that it is an excellent report. 
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And then he went on to talk about the Committee and winds up by 
saying: 

I hope the administration will not allow its preoccupation with a balanced 
budget to influence it too much if the recommendations by the President's Com- 
mittee should entail a little more expenditure. I, for one, would be perfectly 
willing to support whatever expenditure may be necessary and certainly to report 
what I believe to be sound recommendations. 

If our recommendation for an additional $400 million of military 
assistance is accepted by the President and by the Congress, there 
would be no appreciable effect on the budget expenditures in 1960. 
The $400 million would represent new obligational authority and when 
obligated these funds would go into the pipeline. It takes a year or 
two or so before the funds are actually expended, so that the $400 
million would eventually affect the budget—obviously it has to be 
paid for sometime after 1960. 

Chairman Morean. Mr. Fulton. 

Mr. Fuuron. We are glad to have you here, General, and we want 
to thank you for your many courtesies to the members of the com- 
mittee who have visited you. 

Mr. Draper. Thank you. 

Mr. Futon. I would like to thank you on behalf of the American 
people for your good service over the years. 

May [I still hold the floor for my remaining 414 minutes and yield to 
my friend, the gentleman, Mr. Murphy, for such questions as he would 
ike. 

Mr. Mureuy. Noquestions. 

Mr. Fuuron. I yield to the gentleman next in reverse order on the 
other side. I yield to the gentleman from Vermont. 

regener Morcan. Mr. Meyer, do you want to use Mr. Fulton’s 
time? 

Mr. Meyer. I would be very happy to. 

General Draper, I planned to say something in the same vein as 
Congressman Saund. I am familiar with most of the names on the 
Committee. Four of you have held or hold high rank in the armed 
services, is that correct ? 

Mr. Draper. Yes, sir. 

Mr. Meyer. How many others have had either high posts in mili- 
tary government or military administration ? 

Mr. Draper. Every member of the Committee has held govern- 
mental office. They have been under one of the last three administra- 
tions, some under al] three. 

As far as direct dealing with military assistance or economic as- 
sistance is concerned, I was so concerned in 1952 and 1953 in the Euro- 
pean area. Mr. McGee as Ambassador to Turkey certainly had to 
do with it. 

Mr. Meyer. My question was how many of the others had military 
administration posts or something of that type, military govern- 
ment, such as Mr. McCloy? 

Mr. Draper. The only other one I can think of is Marx Leva, who 
was Assistant Secretary of Defense. 

Mr. Meyer. I see. 

Mr. Draper. He was not in military government but he had military 
responsibilities. 
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Mr. Meyer. How many of the rest of them have had considerable 
work or experience in private business connected with defense con- 
tracts and things of that type, or finance connected with that ? 

Mr. Draper. So far as I know, none. I take that back. (General 
McNarney has been connected with Convair, which makes airplanes 
and missiles. He is no longer active with them. He is, I think, still 
a consultant but with that exception I know of none, sir. 

Mr. Meyer. My point was not to say that I felt the Committee was 
at all influenced by its background, but I was wondering about the 
point of it being nonpartisan in the sense that it would be impartial 
in its viewpoint toward a certain specific approach because of its 
composition and its past experience. 

Mr. Draper. I think, sir, if I might comment, that anyone from 
the outside who has not had Government experience or responsibility 
would take some time to learn the problem. The fact that these gen- 
tlemen have each one had Government experience of one kind or an- 
other meant that in their combined experience they had touched on 
many of the problems that we are concerned with. I think they were 

robably appointed by the President with the thought that they would 

e knéwiedgndbie in this field. I believe each one of them is com- 
letely impartial and objective in considering the problems we have 
Seem dealing with. 

Mr. Meyer. I am sure that they were impartial that way but I meant 
that from their background—were there any of them who were op- 
posed to the program at the time they were appointed to the Com- 
mittee ? 

Mr. Drarer. Some of them had certain definite questions. And we 
all found valid criticisms here and there of the way the program 
was being carried out. We have tried to find, for example, whether 
there was any real justification for the picture given in “The Ugly 
American,” of U.S. representatives overseas who were just fumbling 
along. We discussed this very thoroughly upon our return and we 
came to the conclusion that with a few exceptions, the great mass of the 
people in the mutual security program—and some of them are living 
under poor conditions, far from home, in places where most of us 
wouldn’t want to stay more than for a temporary period—are devoted 
to their work and dedicated. They are doing the best they can; not 
always perfectly, of course. 

Mr. Meyer. Well, I felt this was a pretty high-level report and I 
“<— your testimony teat much. 

ere was one thing I believe you mentioned in connection with your 
testimony. You ae the phrase “free country” several times and I 
wondered what your definition of a free country might be in the con- 
text that you used it. 
_ Mr. Draper. I was speaking of members of the free world. I would 
include in this category and from the point of view of U.S. 
interests, any country that is not dominated by the Soviet Union. 
Now, I realize that you can draw a distinction very easily as between 
a “free” country which is controlled by a dictator and those in which 
public expression is complete as in this country and where the govern- 
ment is responsive to its citizens. 

One of the byproducts of this whole program over the year, and on 
the whole a very beneficial byproduct, I think, has been the training of 
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military people from these various countries in the military schools 
in this country. There have been many thousands of military people, 
from almost every one of these countries that we have been assisting, 
who have gone to Leavenworth or Benning or some other school. 
And these people have gained an appreciation of not only the technical 
military side and made friends with our military, but they have ab- 
sorbed a certain amount of our way of life. It is true that some of 
those who have had this training now constitute part of the power elite 
in certain countries. Generally, this has occurred only where the mili- 
tary are the sole leaders, educated, disciplined class. In some of these 
countries power has been taken by the military only, to avoid take- 
over by communism, or by leftist elements that they feared, and 
probably as a result of experience. 

Many of the new countries in Asia are not yet ready for the type 
of democracy we have in this country. We have had an evolutionary 
development over 150 to 175 years; and we have resources both human 
and physical which many of these countries don’t have. So I wouldn’t 
want to draw the definition for this purpose as between a democracy 
and, shall we say, a dictatorship. 

Mr. Saunp. Would the gentleman yield at this point? 

Chairman Morean. The time of the gentleman from Pennsylvania 
has expired. 

Mr. Beckworth. 

Mr. Becxwortu. General, in how many countries did members of 
this Committee go? 

Mr. Draper. Tew 20 or 25. 

Mr. Becxwortu. I was impressed by your statement that the Com- 
mittee members met with the leaders of these countries, the military, 
the civilian, as well as our officials in these countries. 

Mr. Drarver. Yes, sir. 

Mr. Beckwortu. Was it your impression after talking to the vari- 
ous members of your Committee that you all agree on this thought, 
that these people with whom all of you conferred really are of the 
opinion that technical assistance is as important as the military assist- 
ance we are giving ? 

Mr. Draper. Yes, sir; I would say so. 

Let me say something on this relative balance concept. First, we 
believe that unless you have enough military strength in a particular 
country so they can hold the line, you can’t have any economic develop- 
ment behind the line. That is obvious. 

A less developed country has, of necessity, a heavy military pro- 
gram, there has to be a certain amount of what is called defense sup- 
port, a type of economic assistance, to permit that country to main- 
tain its military effort, aside from the arms. 

This isn’t real development assistance. This aid is just to keep 
them in balance. Beyond that we talk in terms of development assist- 
ance. The latter, which is positive depends on the country’s absorp- 
tive capacity and our ability to give. 

Technical assistance is probably the best part of the whole economic 
program, because it is training them to do new jobs whether in gov- 
ernment or industry. 

I think there is little argument in the Congress or anywhere else 
about the value of the technical assistance program. 
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Mr. Beckwortu. You have spoken with great conviction here and 
I have enjoyed very much your statement. 

There are areas of this Nation where this program isn’t too popular. 
You can examine some records of the voting and you will see that. 

Mr. Draper. I know that. 

Mr. Beckxwortn. With the firm conviction that you have, I wonder 
if your members talked about how you might be instrumental in mak- 
ing these facts known to the people in various areas of the country 
where the facts with which you are familiar are not known. When a 
man has a message like you have, he should be interested certainly, 
since the welfare of the country is at stake, that it is disseminated 
and disseminated thoroughly. 

I remember in that connection, Mr. McElroy, our Defense Secretary, 
when he was before us said he expected to make some speeches, about 
four at least in the immediate future, to undertake to inform more 
people of the importance of various aspects of our overall defense 
effort including mutual aid. 

I wonder if you all discussed at all what you might do along the 
line of endeavoring to clear up some.of the misconception that does 
exist, if it does, in sections of this country. 

Mr. Drarer. Yes; we have talked about that and we have made at 
least a beginning in that direction. Everyone of the other nine mem- 
bers is as earnest and sincere in supporting this program as I am. 

Mr. McGhee is a Democrat. He spoke in Chicago to a couple 
thousand people about 10 days ago about this program. I happened 
to appear on “Face the Nation.” I am going tos at least half 
a dozen times in the next 2 weeks. Yesterday, I spoke in Mexico City 
before the Embassy staff. I happen to live down there and Bob Hill 
asked me to appear there. We are going to do everything we can 
in that direction. 

Mr. BecxwortuH. This is off the record. 

( Discussion off the record.) 

. Mr. Becxwortu. I think some good work can be done along that 
ine. 

Mr. Drarer. Let me quote a sentence from the Washington Post 
on what Mr. Khrushchev said last month: 

In Leipzig last month, Nikita Khrushchev repeated Lenin’s prediction that 
communism would some day rule the world. But he said that the world war 


predicted by Lenin which would signal the death throes of capitalism might not 
occur. 


And then he said, and this is quoted from him: 


War is no longer inevitable, it is so, not because the imperialists have become 
better but because they have become weaker. The forces of peace— 


and he means communism— 
are stronger than ever before. . 
Weare afraid that if this program is cut to pieces or reduced severe- 
ly, that he will be right. 
Mr. BeckwortH. Thank you, Mr. Chairman. 
Chairman Morgan. Mr, Adair. 
Mr. Apatr. Thank you, Mr, Chairman. 
General Draper, let me add my words of commendation to those 
that have already been expressed by my colleagues, Although there 
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might be differences of opinion between us with respect to some aspects 
of this program, it is certainly one of the strengths and I think one of 
the glories of our Republic that men like yourself and your associates 
are willing voluntarily to give of your time and talents of making 
such a study. . 

Mr. Draper. The President of the United States asked us to do this. 

Mr. Aparr. I understand that. 

Which brings me to my next question : In an early exchange between 
you and the chairman, the question was raised as to how the Citizens 
Committee on Foreign Aid was appointed or constituted. 

Mr. Draper. I don’t know. 

Mr. Aparr. My question is, you wouldn’t think the fact that they 
were not presidentially appointed made them any less competent to 
observe and report ? / 

Mr. Drarer. Not in the slightest. They should base their conclu- 
sions on logic and nothing else. 

Mr. Apatr. We are in complete agreement on that, General. 
Now, your group was appointed to study the military assistance 


rogram. 
' 7 Draper. And the economic aid program also. At the beginnin 
we struggled for 2 or 3 weeks as to what we were really being ask 
to do, whether we were being asked just to study for military assis- 
tance and to give a lick and spit to the other aid program; or whether 
we had to go into both. We finally concluded we had to go into both. 
Mr. Apatr. So you did get into both, the military and the local 
economic program or just the defense support ? 
Mr. Draper. No, the whole thing. We are still studying the work 
on the economic assistance side. 
Mr. Aparr. This preliminary report that you have made deals I 
think primarily with the military. 
Mr. Drarer. Although the recommendations also relate to the other 


—— 
r. Apatr. I have observed that. 

Now, if I understood your testimony you said that because of the 
fact we had not been putting military assistance funds into the pipe- 
line at the same rate as we had been drawing them out, we now find 
ourselves in the situation in which we have a shortage of military 
eo mr funds and therefore your Committee recommends the $400 
million. 

Mr. Draper. Yes, sir. It is like a big bank account when you draw 
it down. 

Mr. Aparr. I wouldn’t know about a big bank account. 

Mr. Draper. Or even a small one. When you draw it down you 
have to replenish it and I am afraid this program hasn’t been replen- 
ished at the level that is required. Our Committee feels that way. 

Chairman Morean. Mr. Adair, will you yield to me? 

Mr. Avar. Yes, sir. 

Chairman Moraan. This is the second time during these hearings 
that somebody has singled you out as a fellow with a big bank account. 

Mr. Aparr. I am flattered but have to deny the allegation. 

Mrs. Botton. We will have to look into the way you spend your 
money. 

Mr. Aparr. I wish you would. 
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Now, on this matter, then, this deficit has been cumulative over a pe- 
riod of time. 

Mr. Draper. Well, it hasn’t been a deficit. It has been a surplus 
that has been dwindling. 

Mr. Apatr. The inadequate surplus has been accumulating over a 
period of time. 

Mr. Draper. Yes, sir. 

Mr. Aparr. In this connection, did your Committee study the matter 
of transfers out of the military assistance funds? 

Mr. Draper. As between the two programs, you mean? The Presi- 
dent does have the right to transfer within limits. 

Mr. Apatr. Let me be more specific, General. We were told in testi- 
mony this morning that since 1952 there have been transferred out of 
the military assistance funds in one category, $908 million. In an- 
other category, $955 million. 

Mr. Draper. In connection with Korea, was that ? 

Mr. Aparr. I don’t think it was that specific. It was a general refer- 
ence that a total of $1,863 million, if my figures are correct, that that 
amount of money has been removed from the military assistance pro- 
gram, under the executive powers of transferability. 

There is no question as to the legal authority, but if that amount 
could be spared from the military assistance program, then it becomes 
a little difficult for some of us to see now why we are asked to put $400 
million back in. 

Mr. Draper. I don’t know about the specific items you speak of. 

Mr. Apatr. They are cumulative figures. They are not single items. 

Mr. Drarer. I remember there were large credits due back to the 
Defense Department—and this I didn’t find out during this study, but 
I remember from my former Government experience. At the time 
the Korean war started, there were large unspent military appropria- 
tions, and the Government drew on those, I believe, for immediate re- 
quirements in Korea. I think there was a credit-back later. 

Mr. Apatr. We have asked for details about this matter. It has not 
yet been provided. 

Mr. Drarer. Regardless of what the facts may have been in that 
connection in the past, as far as we can tell—and we went into this 
very exhaustively—there will be available in the pipeline—which 
means contracts that have been let, about $214 billion. Since it takes 
about a year to a year and a half, on the average, for these contracts to 
be fulfilled, that will provide deliveries at the rate of past years for 
about a full year. You can’t afford to pull the pipeline down much 
more. 

If our basic premise is right—and you gentlemen will have to judge 
this—that our commitments have not been reduced and the threat is 
increasing, then we should continue to provide about the same level 
of military assistance and weapons worldwide that we have been do- 
ing. An appropriation of $1.6 billion doesn’t put enough into the 
i aay to make that possible. 

Mr. Apatr. Well, General, if the situation exists as I have just 
pictured it—that is, this very large transfer of funds resulting in—— 

Mr. Drarer. Where did it go, to the Defense Department ? 

Mr. Apair. It went into economic assistance. Some into defense sup- 
port, and some into other aspects of economic assistance. 
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Mr. Drarer. Those were transfers within the program. 

Mr. Apair. Within the program, yes. 

Mr. Draper. I see, sir. 

Mr. Aparr. If it has led to this result, which you have described to 
us today, would you suggest the law be amended with respect to 
those powers of transferability ¢ 

Mr. Drarer. I wouldn’t think so, because, as I understand the 
eae of transfer, they can go either way. I don’t think it would 

wise to destroy that flexibility. 

Mr. Apair. Well, then, perhaps—— 

Mr. Draper. I don’t say a mistake was made in the past, but even if 
“ was, that wouldn’t be any reason for denying flexibility for the 

uture. 

Mr. Aparr. Do you think perhaps this $400 million could be found 
some place, then, and transferred into the military ? 

= Draper. We don’t believe so. We went into that very thor- 
oughly. 

i hinave. Along that same line, you know, considerable discussion 
has been had upon the question as to whether or not military and 
economic aspects of this bill should be separated. 

Do you have an opinion upon that ? 

Mr. Draper. We have had very considerable discussions on that 
with the Defense Department, the State Department, and the Bureau 
of the Budget, and within probably another 3 or 4 weeks we will have 
some specific comments. So far, the committee hasn’t come to a con- 
clusion. 

Mr. Aparr. You don’t have a preliminary report on that? 

Mr. Draper. No, sir. 

Chairman Morean. Mr. McDowell. 

Mr. McDowe tu. General, would you say that the most important 
factor of our mutual security program is primarily for the internal 
security of the people of this country ? 

Mr. Drarer. I would eliminate the word “internal.” For the secu- 
rity of the people of this country, yes. 

Mr. McDowett. I am thinking of people within this country. 

Mr. Draper. I would say so definitely. If we are spending this 
much money for any reason except our security, in my judgment, we 
are foolish. But I don’t think we are. 

Mr. McDowew. Then, contrary to what seems to be the popular 
criticism of the mutual security program at this time, which seems 
to be aimed primarily at the military assistance part of the program, 
if you say that if the Congress did unfortunately succumb to public 
pressure, if it should develop to that ndiet-vand. there is some indi- 
cation that it is—then would you say that we should, if necessary at 
this point, cut the economic assistance rather than the military assist- 
ance portions of this program ? 

Mr. Drarer. That is a very hard question to answer. 

Mr. McDowe t. It is one we may have to answer. 

Mr. Draper. Yes. 

I firmly believe—and I know this isn’t possible—that if the people 
of this country could see the situation in these outlying parts of the 
world as we saw them, there wouldn’t be any question about their 
support of these programs. If they saw the Nationalist Chinese pilots 
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as I did, some of whom had been in those dogfights, and saw the Air 
Force training school in Japan and other things; they would surely 
support the programs. In Japan now we are giving them no eco- 
nomic assistance and only a comparatively small amount of military 
assistance, they are paying the rest of the bill themselves. They are 
building up a reasonably good army and the beginnings of a little 
navy, and their air force is small but making tremendous strides. 

But as to your specific question, I would say this: Without military 
assistance, you can have very little safety in these countries. 

Mr. McDowe tt. Speaking of the safety of these countries, as you 
use the terminology, I assume that you mean to maintain their own 
internal security ? 

Mr. ee That is correct, and to protect against external threat 
as well. 

Mr. McDowett. And to stop the spread and growth of communism 
into these other nations of the world? 

Mr. Draper. I wonder if this comment which I found—I just saw 
this today, an interesting comment by Ambassador Tran Van Chuong, 
who is the Ambassador to Washington from Vietnam, last week made 
these comments in a talk. He comes from a country which is one of 
those receiving aid from us: 

And these years when the dark tides of Communist imperialism have engulfed 
hundreds of millions of people and are threatening millions of others, it is not 
only the good luck of Vietnam, it is the good fortune of the free world and 
the hope of all mankind that the United States is at the same time powerful 


and wise enough to stand firm, give help, and inspire confidence to those who 
do not want to surrender. In this atomic age— 


and I would like to say a word about the nuclear world in a minute— 


In this atomic age, the world has so shrunk that West Berlin and West Germany 
have become symbols of liberty, to be defended at any price, and such faraway 
countries as Japan, Vietnam, or Thailand, outposts to the free world and to 
American security— 


1 will skip some. 


* * * We have lulled ourselves into half consciousness and half action by 
calling it the cold war. But during these last 14 years this cold war has almost 
always been hot for some people or another of the free world. It was hot for 
the Chinese mainland for 4 years, from 1945 to 1949. It was hot for the Viet- 
hamese and the French for 8 years, from 1946 to 1954, during the Indo-Chinese 
war. It was hot for Korea, for the United Nations, and for the United States, 
itself, for 3 years, from 1950 to 1953. It was hot for Hungary in 1956. It was 
hot for Quemoy, Matsu, and Nationalist China yesterday. It is hot for Tibet 
now. It may be hot for all of us tomorrow. 

Most of the time, all the Communists had to do was to divide and conquer. 


This is an interesting phrase: 


ot the cold war has been cold only when the Reds were digesting their 
ctims. 

Mrs. Bouton. My, that isa wonderful statement. 

Mr. McDowe tt. General, I hope you will take every opportunity to 
discuss this program with the people of this country. I do think 
there is a great necessity for a better understanding. 

Mr. Draper. There is a real need for education. 

Mr. McDowe.u. They don’t understand the whys and wherefores 
of it, and try to realize this isn’t something we are trying to give away 
to somebody else to do good. It is something we are fundamentally 
trying to do, it seems to me, for our own self-preservation, 
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Mr. Draper. I agree 100 Cwerews 

Chairman Morean. Mr. Murphy. 

Mr. Murpny. No questions. 

Chairman Morean. Mr. Meyer. 

Mr. Meyer. General Draper, when you say that we can afford the 
military security program and put it in terms of—compare the cost 
with our gross national income or our complete income from taxation 
as a Government, I can’t help but agree with you. 

However, we Congressmen have to face the decision of what we can 
afford in all channels, and of course many of the people say, “We want 
these programs for the conservation and development of our natural 
resources here at home and for education and things of that type.” 

And therefore, I wonder if you have any ideas that you could give 
to us, in these cases where we might have to make some cuts down 
the line. 

Many of us feel that the percentage of the national income from 
taxation going into some of the constructive work here at home is 
relatively low—perhaps no more than 20 to 25 percent of what we 
receive in taxes. We wonder if part of the cost of the mutual security 

rogram couldn’t be carried by reductions in the direct military 
defense program of the United States, itself, with certain economies, 
elimination of waste, and things of that type. 

Mr. Draper. Could I answer that indirectly by citing—it isn’t an 
answer, but maybe it is a comment that would be useful : 

Last year, or the year before, I believe the Russian gross national 
roduct was about 40 percent of our own, according to the best figures. 
t has been growing over the last 6 or 8 years at twice the rate our 

own is growing. It has been going up 6 or 7 percent a year. 

This same year, their military budget was about 20-odd percent of 
their national product. Ours was about 11 percent. The two 
in total amount were almost the same, but there was a larger percentage 
of a lower gross national product. 

Now, if the Russian total product continues to go up at twice our 
own, and if those two percentages stay the same—ours about 11, theirs 
20 to 25, another 5 years will see their total military effort in terms not 
of money but in terms of production and tanks and the rest of it, con- 
siderably above our own. That is a prospect that scares me to death. 

Now, my comment on your question is: What are we as a Nation 
willing to spend for our own survival? That really is the final basic 
question, and it is a pretty vital question. 

I am not intending to be facetious. But if we are to face up to this 
threat, which is really a threat to our survival, as the committee sees 
and believes it, we have to spend first whatever is judged by those in 
authority as necessary for our survival, and then spend on the things 
that will give us a better standard of living after that. 

We don’t have a low standard of living on the average even in the 
so-called lower classes in this country. They are living much better, 
I guess, than “3 other group in the world of comparable class an 
I would personally think we would have to put off that betterment, 


which is what we all want, for a while in order to continue as a 
nation. 
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Mr. Meyer. I also wanted to ask you another question. I wanted 
to quote a little bit from your report, where you say : 

These forces in being give the free world advantages should war come; but 
more importantly, they represent a major deterrent to aggression and an oppor- 
tunity through negotiation to avoid war itself. Also, the capacity of these for- 
ward allied forees to meet limited attack, as recently demonstrated at 
Quemoy, * * *. 

Now, in the expenditure of military resources or anything else, 
many people realize that you can spend as much as you want to, if you 
have it, but sometimes when you have limited resources, you only 
spend it where it will do the most good, and there are many people 
who feel an extended forward position such as one at Quemoy, which 
might be untenable in many ways, is really a waste of resources, 
and if economies must come within our spending for the mutual secur- 
ity program or anything else, couldn’t some of those things be cut 
back and our expenditure, where it is a high investment for the 
amount of defense that we get, be considered ? 

Mr. Draper. Certainly, the money should be spent and the weapons 
furnished to the best possible advantage, and every possible economy 
should be made. Whatever its military strategic importance, the loss 
of Quemoy would have been a major defeat. 

When I went through Asia, and the members of the southeast Asia 
subcommittee had the same experience we found in Japan and Korea 
and many of these other Asian countries very greatly increased U.S. 
prestige as a result of the firm position we had taken in connection 
with Quemoy. B Ei 

At the time, you will recall, there was a good deal of criticism as to 
whether we had taken the right course or not, Then when the thin 
worked and the attack was thrown back, the prestige of the Unite 
States went up because it stood there ready. 

The attack on Quemoy was just an illustration, in my judgment, of 
the weak spots, or what were thought by the Communists to be weak 
spots, where they thought they could make progress. 

They tried in Iran after the World War and finally were pushed back 
out of there; they tried in Turkey and Greece. They are trying now 
in Berlin by a little different type of negotiation—they have openly 
threatened atomic war in connection with Berlin. Whether those 
threats are realistic or not, the next few weeks or months will tell. But 
if we weaken or give up or allow parts of the free world to go into the 
other orbit, the danger of an extended war following it or of a takeover, 
I think is much greater. 

The Communist bloc, I think, is more arrogant today that it has been 
at any time. 

I said before that I would mention the nuclear age and the relation- 
ship I think it has to this problem; it bears a little on what you are 
saying. 

Bappess we did weaken, and decided some country wasn’t worth 
supporting. It wouldn’t be long before the other side would know 
that, and then if they made an attack, we would have only really two 
alternatives if the local forces couldn’t take care of the situation, either 
to give it 'P and surrender, or to use nuclear weapons which should 
bring a nuclear exchange with all its consequences. 
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So that I believe, now that we no longer have a monopoly of nuclear 
weapons, that the need of strength in these outlying positions in the 
hands of our friends is even greater than before, from the purely selfish 
point of view of the United States, to avoid the destruction none of us 
cares to contemplate. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Gallagher. 

Mr. Gatiacuer. General, I would like to express my admiration 
for you and the Committee. 

You stated we could add an additional $400 million without includ- 
ing it in this year’s budget. 

ow can we do that? 

Mr. Draper. We would have to include it in this year’s budget, but 
it wouldn’t be spent this year. Whether the expenditures budget is 
balanced or not depends on how much you take in and pay out. This 
would be $400 million in new obligational authority, which means you 
can contract for Nike’s or some other weapon and a year or 2 years 
later, they come off the production line, and they are paid for at 
that time. 

AlllI am saying is it doesn’t unbalance the budget in 1960. Obviously 
somebody has to find the money sometime for the $400 million. 

Mr. Gatxiacuer. If we include it in this program, we would have 
to vote it, wouldn’t we ? 

Mr. Drarer. You would have to vote it, but no checks would be 
drawn for it during 1960. That is the difference between an obligation 
budget and an expenditure budget. 

Mr. Gatiacuer. Our problem, then, is not one of obligation, alone. 
That is how we would have to view it if we included it in this program. 

Mr. Draper. It would be like the appropriations voted at the time 
of the Korean war. Some $8 billion was voted then, and some of this 
has been spent every year since, but most of it not in the year it was 
voted. All I am saying is that, on a cash basis, if the Congress should 
give this $400 million obligational authority, it wouldn’t increase ex- 
penditures in 1960. Expenditures would occur in 1961 and 1962. 

Mr. Gatiacuer. I see. 

Has the Committee reached any final conclusion ? 

Mr. Draper. No, sir. 

We hope to give the President some additional recommendations. 
These conclusions that we reached in our interim report are all final, 
as far as they go. 

Mr. GaLuaGHeER. I see they are called preliminary. 

Mr. Draper. Because he asked for them in March for the purposes 
of the 1960 budget. However, they are final conclusions, and the 
others we are working on would not change these at all. 

Mr. Gatiacuer. General, you indicated before that perhaps we 
would have a better finger on the pulse of popular reaction to the pro- 
gram than your Committee might. 

One of the things constantly pointed out to us in the mail by people 
who perhaps have never taken a very long bus ride, is the fact that 
there is great waste and they gain the impression from magazine arti- 
cles and books that have been written. 

Now, did your Committee find any evidence of gross waste? 
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Mr. Drarer. I wouldn’t say gross, but we found some evidence of 
waste. 

The chairman asked me about Korea. [Security deletion.] You’ve 
got to realize that Korea started as a country only a few years ago. 
They went through a devastating war in which they stood up and 
fought and died, and held the line with our help—very large help 
from ourselves, but a great many Korean divisions were also in- 
volved in the fighting. They haven’t any experience in government ; 
it takes time to learn how to control these things like black-marketing. 

There are certainly some abuses, and some mistakes have been made 
in carrying out this program. It is a program covering forty coun- 
tries; it is the kind of thing this country has never been trained for 
and did not expect to have to administer. It is improving steadily 
and we are going to make whatever suggestion we can for further 
improvement. 

The facts that these have been mistakes is no reason to ditch the 
program. 

Mr. Gatiacuer. That is the very point I think we should empha- 
size in putting this program across. - That the waste is not due to 
mismanagement on the part of our own people, but it is a result of 
local, or primitive conditions. 

Mr. Draper. I haven’t heard of anybody in this program going to 
jail for speculation or stealing money. It has been pretty well car- 
ried out on the whole. 

Mr, Gatiacuer. General, also prior to your report coming out, 
many newspapers indicated there were some appalling aspects of 
our defense posture that you would not comment on in the report. 
Now, is that idle rumor ? 

Mr. Drarer. We have tried to tell the story just exactly as we saw 
it. [have tried to be pretty frank here today. 

Mr, GALLAGHER. We appreciate your frankness, 

Mr. Drarer. Our Committee doesn’t want to do any whitewashing 
job and we decided when we started we were going to look at this in 
the most coldblooded possible way. We didn’t know then what con- 
clusions we would reach. 

Mr. GALLAGHER. You feel then on the basis of the information that 
pon nere gathered that we do have a healthy defense posture in world 
affairs 

Mr. Drarver. We didn’t study or investigate our own Defense De- 
partment, you understand. 

Mr. GatiacHer. Would you conclude this from the people you have 
come in contact with in gathering your own material 

Mr. Drarrer. Absolutely we do. 

Mr. Gauitaguer. Are there any additional facts which you think 
this committee should have in order to better familiarize ourselves in 
making the final decision ? 

Mr. Draper. I would be very happy to have your committee, if the 
chairman and the committee desire, to call any other member of our 
Committee if there are questions about specific areas that they have 
visited, or any particular questions for which their special experience 
would qualify them to answer. I don’t know of any specific informa- 
tion that I could put forward at this time. 
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Mr. Gauiacuer. It is your feeling on the basis of your investiga- 
tion, people associated with you, that the minimal amount that this 
program could be conducted with, with success, is the $1.6 billion. 

Mr. Draper. Plus $400 million. 

Mr. Gatiacuer. Which we are not going to include in this year’s 
budget. 

Mr. Draper. You include it in this year’s obligational budget. In- 
stead of $1.6 billion we say add $400 million to it and make it $2 
billion for the appropriation, but only a fraction of the whole $2 
billion will actually be expended during 1960 because of the manner 
in which the program operates. You contract for a plane and it 
takes 2 years to make it, or whatever it is. And so we say the addi- 
tion of $400 million isn’t going to change the money in the bank of 
the Treasury of the United States in 1960, but we think it 

Mr. GaLitacuer. What does Secretary Anderson say about this? 

Mr. Draper. I don’t know. 

Mr. Apair. Mr. Chairman, could I put just a very few more ques- 
tions? 

On this budget matter, isn’t it correct for us to say, General, that 
even though it might not influence the expenditures for this year, if 
we add that amount our authorization bill then, instead of being in 
round numbers $3.9 billion, becomes a $4.3 billion authorization ? 

Mr. Draper. There is no question about that at all. 

Mr. Apatr. Now, turning briefly to something you said earlier 
about the Russian economic program, the economic program with 
respect to other countries, did I understand you to say that you 
thought it was quite successful ? 

Mr. Draper. In certain places it certainly has been. In Egypt 
it certainly has had an influence. The aid wasn’t all Russian. Some 
of it came from Czechoslovakia, financed by the Russians. 

Mr. Aparr. In Egypt, for example, were the members of your com- 
mittee who went there permitted to go to the Aswan Dam ? 

[Security deletion. | 

Mr. Aparr. I am informed it is extremely difficult for American 
personnel, particularly American engineering personnel, to get any 
place near the dam. 

Do you have any information on that ? 

Mr. Draper. [Security deletion.] Mr. Black has been there re- 
cently. 

Mr. Apair. I understood so. 

Mr. Draper. And he is carrying on certain negotiations which may 
or may not develop. 

Mr. Apam. I am so informed. 

They wil! let him go there but they won’t let our engineers go. 

Mr. Draper. [Security deletion. | 

Mr. Apatr. Do you attribute some of the success of the Russian 
economic poegpent to the fact that they are selective as to the recipient 
countries ! 

Mr. Draper. Yes. You see, their approach and ours are a little 
different. We are trying to hold the free world what is free today. 
They are on the attack. They pick out the salient or the particular 
country that they think is weak or may be weak and they start sub- 
version, or whatever it is, to try to take that country over. Since we 
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can’t afford to give up any of these countries, we can’t be selective in 
that sense, or they will succeed. 

Mr. Apvarr. In other words, to take a figure, if we are rendering 
economic assistance in 59 countries now you feel that we must con- 
tinue to render economic assistance to 59 countries ? 

Mr. Draper. Oh, no. I wouldn’t care to be quoted that way nor 
do I believe that. 

A few years ago, not very many years ago, We were giving economic 
assistance to practically every Kuropean country. We were giving 
economic assistance to Japan. Gradually those countries have be- 
come viable and have gone off the list, except for Turkey and Greece 
in the European area. 

Undoubtedly some of these countries that are now receiving aid 
[security deletion]. 

The Greek difficulties in 1947-48 illustrate the need for the military 
assistance program during that period there was no safety in Greece. 
I was there and saw some of the fighting. At that time there was 
fighting in various parts of Greece and during this —_ it was j 
impossible for Greece to develop stenmethention he fighting was 
finally stopped and won, and Greece has had a remarkable recovery 
for a poor country without too many resources. 

[Security deletion. | 

Mr. Draper. There are cases where our aid certainly can be re- 
duced—in many cases it can be reduced over a period of 2 or 3 or 4 
years. In some cases it can undoubtedly be eliminated. 

Mr. Aparr. It would be correct to say that it is the finding of you 
and your Committee that the Foreign Affairs Committee and the 
Congress ought constantly to review the matter of economic aid so 
that as soon as a country can—— 

Mr. Drarer. Certainly. And the administration should first. 

Mr. Aparr. First the administration and then the Congress, and 
as soon as a country can be taken off this type of assistance it should 
be done. I think that should be our policy. 

Mr. Draper. That is correct, and if greater efforts are made to 
encourage these countries to develop their exports—if greater pres- 
sures are put on our own program to stimulate the export industries 
in many of the countries, the time when our aid will be less needed 
or not needed at all will be more apparent. 

In Korea last year they had a surplus of rice which they made 
very feeble efforts to sell. They used to sell it in Japan and Lasniiiie 
of the political difficulties between Korea and Japan the efforts were 
very feeble. I don’t believe our people put the necessary pressure 
on to get that rice sold and, as a result, they are eating the wheat 
we sent in and the rice that they grew. 

Mr. Apatr. Referring again to the $400 million, it is your recom- 
mendation that that be for military hardware? 

Mr. Draver. Yes, sir. 

Mr. Apair. Not for defense support; that is military assistance? 

Mr. Draper. That is correct. 

Mr. Apatr. Did your Committee give thought and, if so, what was 
your conclusion to the question as to whether or not underdeveloped 
countries, many perhaps newly independent, are able to train peo- 
ple to handle the new and very complicated machines of war; jets and 
tanks, missiles and al] the rest of it? 
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Mr. Draper. In many cases they cannot train the necessary num- 
bers to handle any large amounts of these types of weapons; and, on 
the whole, that such weapons are not going into these areas. There 
are exceptions, but the really modern weapons are and should be con- 
centrated in the NATO area, and countries where need and capability 
to utilize are in balance. 

Mr. Aparr. What then should be our policy in your opinion if an 
underdeveloped country for reasons of national pride—and anyone 
in this room could name some—would say, “Give us some jets,” or 
“sive us some new tanks. We want them. We need them for a 
parade.” 

What should be our policy ? 

Mr. Drarer. Make the best trade you can and still meet the political 
problem. You are speaking of a political problem. 

Mr. Aparr. In that event, you would make the military then second- 
ary to the political aspects of the problem ? 

r. Drarer. Yes, sir. There are cases certainly where that is true; 
where to achieve political objectives a certain type or amount of 
military assistance is used, not primarily for its miliary purpose. 
Those cases should be kept within limits, and the negotiations should 
be carefully conducted. 

Mr. Apatr. Do you agree consideration should be given to this point 
which Judge Saund makes here, that we ought also always to consider 
the ibility of these weapons falling into unfriendly hands? 

Mr. Draper. Yes, of course, but you have to take certain risks of 
that kind. 

Mr. Apatr. But consideration should be given ? 

Mr. Draper. Yes. 

Mr. Apair. Just in conclusion, Mr. Chairman, I would be pleased if 
you and your Committee would give a little further thought to the 
matter that I was mentioning earlier, that is, the depression of the 
9 ra by reason of transfer since 1952 in the amount I mentioned. 

f the figures which we had quoted to us this morning are correct, it 
seems to me that that is a very serious thing. If your investigation 
bears it out—if our military assistance program has been depleted by 
that much, then to come in and ask for $400 million at this time does 
Te questions. Would you be good enough to give thought to 
that 

Mr. Draper. I think you said $908 million was one figure and $955 
million was the other figure. I think those figures are correct, Mr. 
Chairman. 

We will certainly find out what the story is and give it careful 
consideration. 

: = Aparr. Would you be good enough to communicate your find- 

r. Drarer. We will. 

(The information is as follows :) 


MILITARY ASSISTANCE PROGRAM FUNps Usep ror OTHER MUTUAL SECURITY 
PURPOSES 


Since fiscal year 1950 a net total of $955 million has been transferred from 
military assistance appropriations to other mutual security appropriations under 
the transferability provisions of the Mutual Security Act of 1951 and of sub- 
sequent authority (now sec. 501 of the Mutual Security Act of 1954 as amended). 
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All of these transfers occurred in the period fiscal year 1952-55, except for two 
transfers in fiscal year 1956 and fiscal year 1958 totaling about $31 million. 

Since fiscal year 1950, an additional total of $908 million of military assist- 
ance appropriations have been used for purposes other than the furnishing of 
military assistance as currently defined, as the result of (1) Presidential deter- 
mination under section 401 of the Mutual Security Act of 1954 (now sec. 451) 
and earlier authority, (2) for purchase of surplus agricultural commodities to 
meet the requirements of section 550 of the MSA of 1951, and (3) other legally 
authorized uses. All of these uses occurred prior to fiscal year 1956. 

If these funds were now available in the military assistance account it would 
be unnecessary to recommend an increase in the amount of funds being requested 
for military assistance for fiscal year 1960. On the other hand if they had not 
been transferred, military assistance requests in the years since the transfers 
would presumably have been reduced accordingly, while funds requested for 
purposes other than military assistance would have been increased. 

Mr. Saunp. General, I was in India in 1917 and 1918 and I read 
Woodrow Wilson’s speeches then—I don’t know how the Americans 
felt. But when Wilson said, “Make the world safe for democracy,” 
every man who could read or write in India read that. 

Then came the Second World War with the four freedoms enunci- 
ated by President Roosevelt and the Atlantic Charter. We were go- 
ing into the war to free the peoples from the domination of anything 
they did not want. 

You mentioned here that the free world is the world where com- 
munism does not prevail. Don’t you make any distinction between a 
democracy, an elective form of government, and a dictatorship ! 

Mr. Draper. Of course I do, sir. I was merely defining it because 
I had spoken of the free world and the free countries that might no 
longer be free. I was speaking then in the sense of free from com- 
munism but, of course, I draw a distinction. 

Mr. Saunp. General, I believe—I won’t take too much time—that 
when you give a weapon to another man, thinking that he is your 
friend, the value of that weapon to you in case of a war or anything 
like that depends upon the loyalty of that man to you. 

I honestly and firmly believe that you cannot determine the loyalty 
of the countries in the Middle East and southeast Asia—I am not 
saying a word about NATO—by the treaties signed by dictators who 
are reigning over them. Loyalty of countries has to be determined 
as history oe proven it in the last 20 years by the inner yearnings 
of the people there. 

Is it the fact that the best, most firm cr most reliable allies of the 
United States are the democracies of Western Europe—Great Bri- 
tain, France, Italy, Greece, and Western Germany; and Canada and 
Mexico? We cannot rely upon the dictatorships as much as we can 
upon the democracies. 

‘a Drarer. You don’t know how permanent they are going to be 
either. 

Mr. Saunp. General, why is it that every country in southeast Asia 
and the Middle East with whom we have military alliances and where 
most of our military and economic aid has been going, are not democ- 
racies and are not progressing toward being democracies. Instead 
they are becoming more and more of dictatorships. Did you take 
any note of that while you were there? 

et me cite this example: I know India and Pakistan. India and 
Pakistan were one country. Their background is the same; their 
civilization is the same and they are the same people educated in the 
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same schools. The world is looking at it. Pakistan is the ally of the 
United States, a military ally of the United States, a friend of the 
United States. 

India was not considered an ally. It is now, but India did not 
sign the military alliance. When we look at it now Pakistan is a 
dictatorship. India is a democracy. 

Mr. Draper. But you cannot say India and the United States are 
not friends. 

Mr. Saunp. They are now. It was only 3 — ago when Vice 
President Nixon went to Pakistan and said that neutralism is im- 
moral. I know how we felt. I am not talking about the past. We 
are not here to fix blame. 

General, I am inspired by your honesty and by your patriotism. 
We are just looking for some good end of this thing. 

Don’t. you think there is something wrong; shouldn’t we do some 
soul searching? Every country where we have given military aid in 
a big way has become more of a dictatorship than a democracy. How 
can we rely upon those people under dictatorships. 

Mr. Draper. You would have to apply the same test in Europe too, 
though. It hasn’t worked out that way. 

Mr. Saunp. In Europe we have democracies. In those countries 
we could place reliance. We could not rely on Iraq. It was nota 
democracy. 

Did you give any thought to that ? 

Mr. PER. We discussed it at great length. Mr. Dillon Ander- 
son would be able to answer you better than I. He visited most of 
the countries you mentioned. 

I don’t think we would want to say that a country which is openly 
friendly to the United States should be ruled off the list because of 
its internal political] situation. 

After all, we are not trying to impose our own form of democracy 
nor should we. 

Mr. Saunp. General, many people believe that because of our mili- 
tary aid there are more dictatorships in the Middle East and south- 
east Asia than there would have been otherwise. 

Mr. Draper. I don’t think so. 

Mr. Saunp. It is right there in Pakistan. 

I know those people. I love those people. And in Iran, it is a dic- 
tatorship. There is no question about that. 

And take Vietnam. I was there. I know what the situation is. 
And take Formosa. No one is going to tell me that Chiang Kai-shek 
is a symbol of democracy—I don’t want to take too much time of the 
committee, Mr. Chairman, because I have said the same things over 
and over again, but we have to bear that in mind. 

Mr. Draper. We believe these countries still need strength against 
the outside threat. 

Mr. Saunp. We gave [security deletion] to the Philippine Islands 
last year, the same population as in Formosa and we had to give For- 
mosa. [security deletion]. Why? They are both exposed to Com- 
munist China equally. They are both islands, equally far apart. 
The only real defense they have is our own military strength. 

We must make some change—give some reconsideration. 
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I “ not taking issue with you on NATO. I know that there we 
are safe. 

Mr. Draper. I know our Committee would be happy to get any 
comment you would care to let us have. 

Chairman Morean. I have a few questions about Japan: You said 
ou went to Japan. Asa result of your visit or study in Japan do you 

lieve that the military assistance now programed for Japan in 1959 
and what it is going to be programed for 1960 is adequate ? 

Mr. Draper. Yes, sir, I do. 

Chairman Morean. General, do you feel Japan is doing as much as 
she can or should to bring up her own military strength ? 

[Security deletion. | 

Chairman Morean. Any further questions? 

Thank you, general. 

Mr. Draper. It has been a great pleasure, gentlemen. 

Chairman Morean. The committee stands adjourned until 10:30 
tomorrow morning. 

(Whereupon, at 5:05 p.m., the committee adjourned to reconvene 
at 10:30 a.m., Friday, April 24, 1959.) 
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FRIDAY, APRIL 24, 1959 


Housk oF REPRESENTATIVES, 
Comm™itTrre oN Foreign AFrrairs, 


Washington, D.C. 

The committee met at 10:30 a.m., in room G-3, U.S. Capitol, Hon. 
A.S. J. Carnahan (acting chairman) presiding. 

Mr. CarnaHAn. The committee id cous to order. 

We are in executive session this morning for further consideration 
of the extension of the Mutual Security Act. 

We have three witnesses. First, will be the Honorable Livingston 
Merchant, Assistant Secretary of State for European A ffairs. 

Second, Maj. Gen. John S, Guthrie, Regional Director, Europe, 
_ of Assistant Secretary of Defense for International Security 
Affairs. 

And third, Donald B. MacPhail, acting Regional Director, Office of 
African and European Operations, ICA. 

We will have the statements of the three gentlemen and then we 
will question all of them as a team. 

Mr. Secretary, you may proceed. 


STATEMENT OF HON. LIVINGSTON MERCHANT, ASSISTANT 
SECRETARY OF STATE FOR EUROPEAN AFFAIRS 


Mr. Mercuant. Thank you, Mr. Chairman. It is a pleasure as 
always to be before this committee. I think my experience goes back 
about 10 years now. I have astatement, sir. 

Three weeks ago the North Atlantic Council met in Washington 
for its annual spring meeting at the ministerial level. This meet- 
ing, commemorating the 10th anniversary of the signing of the North 
Atlantic Treaty in Washington was a unique opportunity to high- 
ght the accomplishments of NATO and the essential role it plays in 
i heving the foreign policy goals of the United States Ba 3 of our 
allies. 

_ The 15 foreign ministers meeting in Washington recognized three 
important facts: 

_ First, the Soviet threat to the free world has not diminished dur- 
ing the past 10 years. The threat today has taken on new forms and 
appears in many areas throughout the world, but, as the Berlin situa- 
tion has shown, the direct threat to Europe and NATO remains as 
great as ever. 

Secondly, NATO has maintained the security of the Western 
World during the past 10 years, and in the face of this threat, has 
prevented aggression against Europe and North America. 
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Thirdly, NATO’s fundamental unity on the basic issues of our 
relationships with the Soviet Union and NATO’s strong military 
posture are the two pillars supporting our efforts to achieve reason- 
able solutions to the questions at issue between ourselves and the 
Soviet Union. 

With this in mind, the foreign ministers reaffirmed the determina- 
tion of their governments to protect the freedom of West Berlin and 
to maintain the rights and obligations of the three allied powers as 
expressed in the North Atlantic Council’s Berlin Declaration of 
December 16, 1958. 

The April meeting of the North Atlantic Council also provided an 
excellent example of NATO political consultation in action. The 
four powers which have special responsibilities in the German question 
reported on their preparations for the negotiations which will start 
with the Soviet Union on May 11. The other members of NATO, 
for their part, were able to give the four powers their views on these 
negotiations, which naturally closely affect them, both as individual 
nations and as members of the Atlantic alliance. There developed 
from these consultations a gratifying unity of views. 

This process of close consultation with NATO will continue. It 
will thus be possible for the negotiators from the United States, the 
United Kingdom, and France, when they sit down with the repre- 
sentatives of the Soviet Union in Geneva next month, to represent 
a point of view on which the greatest possible degree of agreement 
and support among the NATO countries will have been secured. 

At the April meeting, the member states of NATO backed the 
appeal of the Secretary General for continued progress not only in 
the fields of defense and political consultation, but also in many phases 
of economic, scientific, cultural, and information work. 

The latest meeting of the NATO ministers demonstrated that NATO 
is still the indispensable basis for Western security, and the means 
whereby the West can achieve that essential strength and unity which 
is the best guarantee for successful negotiation with the Soviet Union. 

I have made these general remarks about the April NATO meeting 
because I think they help to explain the importance we attach to 
the mutual security program, and the contribution it makes to 
strengthening NATO. 

The basic purposes of the mutual security program proposed for 
the European area during fiscal year 1960 are essentially the same 
as the purposes of similar programs for several years past. The 
members of this committee are already familiar with these purposes, 
and also with many specific details of the program which in the 
European area is almost entirely military in nature. Of the $542 
million proposed for fiscal year 1960, more than $517 million is for 
military assistance and defense support. Except for a few special 
situations, including Yugoslavia, Spain, and Berlin, we propose no 
economic-type aid for Western Europe. 

In recent months, suggestions have been made that the United 
States should deemphasize military assistance to other nations and 
should henceforth concentrate essentially upon economic and 
nical assistance. : 

This attitude indicates that the American people are becoming I 
creasingly aware of the diversified character of the Soviet challenge. 
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More and more, we are coming to realize that our freedom, our safet 
and our well-being cannot be defended solely by guns and bombs. We 
have learned that we are indeed confronted by a new variety of “total” 
war—total in the sense that almost every sphere of human activity 
isinvolved. The drive of the Soviet rulers to expand their influence 
and domain is supported by great power and the use of threats to 
employ that power to enforce their will. This same drive is reflected 
in an unceasing contest in propaganda, in production, in trade, in 
science, in education, and in culture. This many sided struggle makes 
up what we call the cold war. It is well that so many Americans have 
come to appreciate its implications. 

But, at this point I believe a word of caution is in order. Having 
learned that military power alone is not sufficient to resist the pressures 
of Communist expansionism, we must not fall into the dangerous error 
of assuming that military defense is for that reason any less valuable. 

It is true enough that the best army on earth cannot assure the 
security of a state whose internal economy and political structure are 
feeble. But it is equally true that the Communist bloc continues to 
maintain an enormous military establishment. There is no safety 
for even the most prosperous and stable nation if that nation is 
defenseless against military attack. 

By ma riating approximately $40 billion a year for our own 
national Defense Establishment, the Congress has given unmistakable 
evidence of its continuing concern for adequate military defense. The 
military defenses of our allies are inseparable from our own. The 
mutual security program for Europe contemplates spending an amount 
approximating 1 percent of our national defense te to help our 
European allies attain a defensive power, which will constitute a 
substantial addition to American defensive power, for the protection 
of Europe and America alike. 

I do not know anyone who believes that the United States should 
try single handedly to take on the job of defending the whole free 
world. So long as there are other free countries which possess impor- 
tant resources in manpower, in raw materials, in industrial techniques, 
in science, in terrain, and so forth, and have the will to resist aggression, 
it is certainly in the interest of the United States to endeavor to make 
sure that their resources are effectively utilized and combined with our 
own in a common defense effort. This means that we must think not 
in terms of national defense alone, but in terms of the total defensive 
capabilities of the free world. 

have sometimes been asked how long the mutual security program 
must continue—how soon the Euro nations will be able to stand 
on their own feet. The answers to these questions require an apprecia- 
tion of the concept of combined defensive power. In the modern 
era, none of our allies can stand completely on its own feet in a military 
sense, and it is doubtful that the United States itself could afford to do 
so. Our purpose in providing equipment and training to our NATO 
allies is not to enable any one country to develop sufficient military 
power to stand alone against the Soviet threat but to enable each of 
these countries to make an optimum contribution to the total power 
of the Atlantic defense system. This means, in my judgment, that the 
mutual security program should continue in Europe as long as it repre- 
sents a worthwhile investment by the United States in terms of the 
combined defensive power it generates. 
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The value of NATO, of course, cannot be calculated solely in terms of 
the level of defensive power attained. It has other far-reaching 
effects. Since NATO was formed there has been no war in Europe, 
There have been no new territorial gains in Europe by the Soviet bloc, 
The influence of Communist political parties has receded. Western 
European governments have become more stable. There has been 
a remarkable growth in Western European production and trade. 

Meanwhile, the NATO governments have moved toward a more 
intimate and active relationship in various fields other than military 
defense, giving increasing attention to political, economic, and cultural 
ties. 

For example, NATO has become an important forum for regular 
consultation on many vital political issues. These consultations play 
an important part in bolstering resistance to unceasing Soviet efforts 
to disrupt Western unity. The striking progress in European eco- 
nomic cooperation during the past few years is evidenced by the estab- 
lishment of the Coal and Steel Community, the European Economie 
Community and EURATOM. 

I do not want to imply that all of the favorable developments I 
have mentioned are attributable solely to NATO. However, I doubt 
very much that these developments would have been possible without 
the protection and the cooperative machinery and atmosphere provided 
by the NATO system which the mutual security program supports, 

The United States contributions to NATO are not limited, of course, 
to mutual security assistance. We have army divisions and substan- 
tial air and nayal power in Europe. In the event of Communist 

gression our entire military capacity would be available for defense 
of our allies if needed. However, our mutual security assistance to 
Europe continues to be a vital part of our total contribution primarily 
because of the effect it has upon Europe’s own contribution. 

The relation between the European contribution and American as- 
sistance, is not always clearly perceived. When one considers. the 
fact that the Europeans are prepared to spend approximately $20 of 
their own money for every dollar to be provided by the United States, 
the question arises as to why the American increment is necessary. 
Some Americans are inclined to ask why it would not be possible for 
the Europeans to achieve the same results by spending a little more of 
their own money. 

The answer to this, last question is not simple. There are many 
essential items of military equipment, such as missiles and advanced 
aircraft which our European allies do not produce, and which most of 
them cannot afford to purchase without sacrificing other vital defense 
activities. If these essential weapons were not made available, and 
the European NATO forces were not properly trained and equipped, 
the European military effort would decline substantially in neetutnean 
Without American aid, the defense forces of certain NATO allies 
would be so lacking in effectiveness that the value of their very. ex- 
istence would become questionable. 

In the long run, the willingness of European governments and 
citizens to continue making sacrifices for Western defense will de 
in large part upon their conviction that these sacrifices will actually, 
produce meaningful results. 
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In this connection, I think we should note that the European con- 
tribution is not solely a matter of willingness, but also a matter of 
capacity. It is quite true that the European nations have achieved 
a remarkable economic recovery since the beginning of the Marshall 
plan. But it is also true that European economic resources, both in- 
dividual and collective, are still far below our own. 

The real income of the average NATO European citizen is still 
less than one-half that of the average American citizen. In some 
countries, such as Italy and Portugal, it is much lower. Moreover, 
contrary to popular belief, the relative tax burden of the average 
European citizen is already greater than that of the average American. 
Under the circumstances, I believe that by and large our European 
allies are doing a creditable job and carrying a reasonable share of the 
load. ‘ 

I would like to draw your attention to the fact that most of our 
military assistance will be used to modernize allied forces with such 
equipment as advanced types of aircraft, guided missiles, electronic 
equipment, and naval vessels. There can be no real doubt about the 
importance of these items in maintaining an effective defense struc- 
turein Europe. I believe that any reduction in the proposed milita 
assistance program will impede the timely development of NAT 
forces to levels of effectiveness required by NATO plans during a 
period which may be one of the most critical ever faced by Western 
civilization. 

I would also like to comment briefly on certain of the specific, special 
programs outside the context of military assistance to NATO. Mili- 
tary assistance, defense support, and technical assistance are proposed 
for Spain, with whom we have worked out a system of joint sea and 
air bases which are beneficial to both countries. The maintenance 
and further development of cooperation with Spain is necessarily 
dependent upon Spain’s economic stability, which the proposed de- 
fense support assistance is designed to strengthen. 

Such assistance will be used essentially to control inflation; for its 
new capital equipment needs, Spain will have to rely on other sources 
of financing. 

We are also proposing a moderate special assistance program 
and technical assistance for Yugoslavia. This proposal does not imply 
approval of all aspects of the Yugoslav political and economic system. 
The central fact that concerns us about Yugoslavia is its independence, 
and its determination to remain independent, with no aggressive de- 
signs. Our program of assistance to Yugoslavia demonstrates a 
cardinal principle of our philosophy of international relationships. 

Unlike the Soviet Union, we do not demand, as a price of our 
cooperation, that other nations remake themselves in our image. We 
do not demand subservience. Where any state shows a resolution to 
maintain its independence and to honor its international obligations 
and responsibilities, we believe it is in the interest of the United States 
toassist that state to survive. 

It is equally important that we demonstrate to the Soviet-dominated 
nations of Eastern Europe, which may in future years make efforts 
to achieve a larger measure of independence for themselves, that 
such efforts will be viewed sympathetically by the free world. 

Included in our request is $3.5 million representing proposed’ con- 
tributions to and support for three multilateral programs in Europe 
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in which the United States participates on a partnership basis. These 
are the European Productivity Agency (EPA), the scientific and 
technical personnel program of the Organization for European Eco- 
nomic Cooperation (OEEC), and the NATO science program. Each 
of these programs serves a special purpose of direct interest to the 
United States. Each of them makes an important contribution to pro- 
moting the economic and scientific cooperation of the Atlantic Com- 
munity. 

Finally, the program for Europe provides for continuing assistance 
to Berlin as a manifestation of U.S. support for the citizens of that 
beleaguered outpost of the free world. The importance of main. 
taining the morale of the Berlin population so that it can remain 
strong in resisting Communist encroachment needs no elaboration at 
this time of crisis. The amount requested is considered the minimum 
necessary to continue the various activities now financed under the 
Berlin program. 

The Berlin crisis serves as a reminder of the need for free world 
solidarity in resisting the probes and thrusts of the Soviet drive 
for world domination. It underscores the role played by the mutual 
security program in strengthening the capacity of the free world 
to survive. 

Finally, the Berlin crisis again demonstrates Western —— high 
priority as a continuing target of Soviet imperialism. The Com- 
munist movement is attempting, of course, to expand its influence 
on every continent, and in recent years the more obvious pressures 
of Communist penertation have been focused largely on Asia and 
the Middle East. However, Western Europe remains the great prize. 

We all know that the Soviet rulers are dedicated to the objective 
of surpassing the United States in scientific and industrial potential. 
If they could bring Western Europe—with its high-yield farms, its 
modern factories, its skilled manpower and its scientific facilities— 
into the Soviet orbit, this objective could be realized overnight. Take 
steel production as an indication of what I mean. 

Estimated steel production in 1958 for the United States and Canada 
was 81 million metric tons; for all of Western Europe it was 8 
million tons, or a total of 167 million tons, compared with 72 million 
tons for the U.S.S.R. and its European satellites. The loss of Western 
Europe would give the Communists an almost two-to-one advantage 
over us in this very critical area of production. Thus, we must expect 
the Soviet Union to be alert to every opportunity to extend its domain 
westward. 

The Soviet threat to the freedom of West Berlin presents the NATO 
Community with the gravest challenge it has faced in the 10 years of 
its existence. Our abi ity to weather this crisis will depend in la 
part upon the strength, the unity, and the determination displayed 
all of us. I need not stress the dangerous consequences that might 
follow if the Soviet Government or even our friends gained the mis 
taken impression that United States support for NATO is siackening 
at this critical time. For this reason I believe that favorable con- 
gressional action on the mutual security program is more important 
this year than it has been for some years past. I hope this committee 
will be able to take the same view. 

Mr. CarnaHan. Thank you, Mr. Secretary. 

We will now have the statement of General Guthrie. 
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STATEMENT OF MAJ. GEN. JOHN S. GUTHRIE, REGIONAL DIRECTOR, 
EUROPE, OFFICE OF ASSISTANT SECRETARY OF DEFENSE FOR 
INTERNATIONAL SECURITY AFFAIRS 


General Gururie. Mr. Chairman and members of the committee, 
I have provided the committee staff with both a classified and un- 
classified version of my presentation for whatever use the committee 
cares to make of it. 

Mindful of the fact that General Norstad has already appeared 
before this committee on behalf of the military assistance program for 
Europe, I have endeavored to tailor my remarks so as not to be unduly 
repetitious, but suggest that my presentation will serve as a supplement 
to his. 

Under our organization within the Department of Defense, matters 
concerning the military assistance program for the European area, 
and especially for NATO, are my primary responsibilities. My pur- 
pose here this morning is to provide you with more specific information 
on the fiscal year 1960 program proposed for the European countries, 
including Spain. ’ 

In those cases where I deal with MAP from a NATO-wide stand- 
point, my remarks will exclude Spain, but will include Greece and 
Turkey. 

Military assistance for the NATO countries in earlier years was 
directed toward activating and equipping the maximum number of 
conventional forces in the shortest possible time, to deter further 
Soviet expansion in Europe. 

However, since NATO became a going concern, and began to 
achieve an effective defensive capability, the NATO force objectives 
have been constantly analyzed and adjusted. This was done in response 
to changing conditions, including the ever-present Communist threat, 
the development of advanced weapons, and the total defense demands 
upon the economies of the member nations. 

In 1954, when our Government decided to make available to our 
allies certain nuclear capable weapons, a comprehensive review of the 
original NATO force structure was initiated. This resulted, in De- 
cember 1957, in an agreed list of the NATO minimum requirements for 
the 5-year period 1958-63. This study, therefore, provides depend- 
able guidance both for the member nations’ own eiorts, and for the 
allocation of U.S. military assistance in progressively improving the 
overall NATO defensive capability. 

The value of the 15-nation NATO accord has repeatedly proved it- 
self not only by its survival, but also in its growing prestige and in- 
fluence in the many crises we have experienced since 1949. Hence, the 

neral need for vigorous continuation of our military assistance ef- 

orts, already expressed by other witnesses in these hearings, warrants 
your special consideration. 

NATO, in its 10th year, muppienened as it is by the U.S. strategic 
forces, forms the most tangible element of the free world’s deterrent to 
Communist ion. The NATO partners may, and often do 
criticize themselves and each other, but there is no doubt that the exist- 
ence and strength of NATO is the most significant element in every 
Communist calculation. 


38361—59—pt. 515 








1310 MUTUAL SECURITY ACT, 1959 


In recent years, the emphasis of our military assistance in this area 
has been progressively applied toward the achievement of quality in 
preference to quantity in NATO defense forces, with one eye on vital 
requirements for the long pull, and the other on the enormous costs of 
modern armament. ) 

The judicious use of military aid funds in such cost-sharing activi- 
ties as the mutual weapons development program, and the greater use 
of the European industrial capacity has resulted in substantial prog- 
ress by our allies toward cooperative development, production, and 
financing of weapons and equipment for their own use. 

As Assistant Beceta Irwin has indicated, the G-91 lightweight 
strike fighter and the French SS-10 antitank guided missile are al- 
ready in production. Arrangements for coordinated European pro- 
duction of several missiles of U.S. design are also being sought. 

In proposing the 1960 increment of military assistance for Europe, 
we are faced with the concurrent needs of keeping the U.S. expendi- 
tures at the lowest acceptable level, as well as maintaining force effec- 
tiveness by providing the necessary weapons and further, we must 
furnish a continuing incentive to our allies to man and support these 
weapons. In the face of these competing urgencies, the funds which 
are being requested for fiscal year 1960 represent the end product of 
much painstaking and detailed analysis within the executive branch. 

Therefore, military assistance proposed for the NATO nations in 
fiscal year 1960 reflects our best judgment of the most effective phas- 
ing in of equipment to fill the needs of the NATO forces, within our 
means, tempered by realistic estimates of what the planned recipients 
can absorb and utilize effectively. 

The fiscal year 1960 military assistance program is shown in detail 
under each country tab in your printed copies of the blue presentation 
book for Europe. The figures for each country, and the total for 
Europe, are shown on page 40 of your maroon worldwide summa 
book. You will note that the fiscal year 1960 total for Europe, includ- 
ing Spain, is $477 million. Taking all NATO countries as a group, 
which would exclude Spain, but would include Greece and Turkey, our 
proposal totals $714 million. 

You may recall that last year our programs for missiles and modern 
aircraft were presented separately from the individual country pro- 
grams. This year, however, in order to provide a more complete pic- 
ture of the total allocations for individual countries, we have been 
able to integrate nearly all of the missiles and modern aircraft into the 
country programs set forth in all presentation books. 

Our efforts to convert more of our military assistance from grant 
aid to cost sharing and sales combinations continue. Each country’s 
political and economic capabilities must be evaluated against military 
urgencies on a case-by-case basis. 

ilitary assistance programs of previous years have enabled us to 
provide most of the military hardware required for the initial buildup 
of the conventional NATO forces. There is, however, a continui 
need to maintain the overall combat effectiveness of these senrweetaenal 
shield forces as described by General Norstad. 

It is noteworthy that our past programs for missiles and missile 
equipment are now beginning to pay off in the form of substantial 
deliveries. This buildup of NATO missile units, which was reported 
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to you by Mr. Irwin, is reflected in the columns on page 48 of your 
maroon books. By the end of this calendar year more than 30 missile 
units of various types will have been delivered to 10 NATO countries. 
Deliveries scheduled by December 31, 1959, include 9 Nike battalions, 
21 Honest John battalions, 1 squadron of the Matador missile, and 3 
IRBM squadrons. 

SPAIN 


The mutual security program in Spain, a non-NATO country, has 
been instrumental in increasing the defensive capability of another 
stanch anti-Communist country. U.S. military technical and eco- 
nomic assistance has fostered Spain’s closer association with the com- 
munity of Western nations; provided for construction and joint oper- 
ation of much-needed bases for our strategic air and naval forces; and 
furthered the development of the Spanish land, sea, and air forces of 
some 2 million men, active and reserve. 

Three major SAC bases, and a large naval base and air station at 
Rota, are now operational. These strategically located bases, pro- 
tected by the combined capability of U.S. and Spanish forces, guard 
the Western approach to the Mediterranean. In addition, this joint 
United States-Spanish capability provides an important contribution 
to the overall air defense of Western Europe. 

As I have pointed out, this presentation has been designed to supple- 
ment those of previous witnesses. I have briefly summarized for you 
the more significant aspects of our proposed program for fiscal year 
1960. 

It is the belief of the Department of Defense that this Beogone! 
represents the very minimum program essential to an effective defense 
of Western Europe. 

pSecnraty deletion. | 

reneral Gururiz. I will be happy to respond to your questions. 

Mr. Merrow. Mr. Chairman, may I ask this for clarification: On 
this that is not marked secret, that can be used publicly ? 

General Gururim. Yes, sir. 

Mr. CarnaHAN. We will now have the statement of Mr. MacPhail. 


STATEMENT OF DONALD B. MacPHAIL, ACTING REGIONAL DIREC- 
TOR, OFFICE OF AFRICAN AND EUROPEAN OPERATIONS, OFFICE 
OF THE DEPUTY DIRECTOR FOR OPERATIONS, INTERNATIONAL 
COOPERATION ADMINISTRATION 


_ Mr. MacPuat. While a significant amount of military assistance 
is proposed for Western Europe in fiscal year 1960, nonmilitary assist- 
ance to that area continues to decline. 

Economic assistance for Europe, chiefly for Spain, Yugoslavia, and 
Berlin, represents only about 3 percent of the worldwide nonmilita 
mutual security a for the coming fiscal year. Several small 
bilateral technical exchange programs previously included for Europe 
are no longer proposed for mutual security financing. ‘The only re- 
maining such programs, for Iceland and France, are included in the 
proposed international educational exchange program of the Depart- 
ment of State. 
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EUROPEAN ECONOMIC COOPERATION AND THE NEWLY DEVELOPING 
COUNTRIES 


Although no programs are proposed for the former Marshall plan 
countries, their progress toward closer economic integration and 
toward a larger role in the development of countries outside Europe 
is of major interest to the United States. The past year was one 
of fundamental and satisfying progress toward closer economic inte- 
gration in Western Europe. The two Treaties of Rome became effec- 
tive on January 1, 1958. The first of these established the European 
Economic Community. This set in motion the mechanism of the 
Common Market which in little more than a decade will lead to a 
comprehensive merger of economic interests between France, Ger- 
many, Italy, and the three Benelux nations. The companion treaty 
established the European Atomic Energy Community, known as 
Euratom. Euratom provides the framework for a large-scale effort 
among this same group of nations to develop nuclear power for peace- 
ful purposes. Thus the European Atomic Energy and Economic 
Communities have taken their place beside the European Coal and 
Steel Community as part of a historic movement toward integration 
and unity in this vital area. 

The efforts made over the past several years to link the Common 
Market with the other 11 member states of the OEEC by means of 
a European free trade area were not completed. Differences of view 
persist among the negotiating countries. We understand, however, 
that studies are continuing in Europe on both intra-European trade 
problems and on problems affecting trade relations between Europe 
and other areas of the free world. 

Despite such problems as the foregoing, the Western European na- 
tions have continued to make significant progress toward freeing trade 
and payments and strengthening their economies. For example, in 
December 1958 most European countries announced the adoption of 
nonresident convertibility. 

I should like to call attention to an important aspect of the Common 
Market Treaty, namely, its provision for a development fund for 
investment assistance to the overseas countries and territories associ- 
ated with the European Economic Community. The fund will have 
available $581 million for the first 5 years of its operations. We 
understand that preliminary discussions concerning the use of these 
funds, primarily in Africa, are already underway. 

It is estimated that between 1954 and 1958 about $1 billion a year 
in public loans and grants were provided by European countries, 
principally France and the United Kingdom, to less developed areas 
outside Europe on a bilateral basis. Technical assistance, educa- 
tional scholarships, and other forms of assistance are being extended 
bilaterally by individual countries. Germany, Denmark, and the 
Netherlands, among other countries, operate such programs for the 
benefit of independent less developed countries outside Europe. 
Within the OEEC area, the member countries combined to provide 
advice and substantial financial assistance to Turkey and they con- 
tinued their program of technical assistance to Greece, Turkey, Yugo- 
slavia, and southern Italy. 





Ac 


col 
ex 


pr 


rh OD 1 


woo + SS 


>. Esl ti‘ ”v'ldéd 





MUTUAL SECURITY ACT, 1959 1313 


Accomplishments 

I would now like to turn to more specific discussion of those few 
countries in which we continue to have economic programs. Some 
examples of the accomplishments of these programs will indicate the 
progress we are making toward our mutual objectives. 


SPAIN 


The committee will recall that in 1953, the United States and Spain 
signed a series of agreements to construct and jointly operate a series 
of air and naval bases on Spanish territory. Cansei the 
United States agreed to provide Spain with military and economic 
assistance. The military bases are now virtually completed and are 
operational, as is the pipeline to supply these bases. 

Without U.S. economic assistance this would probably not be the 
case, Spain’s economy, severely damaged by civil war and by long iso- 
lation from the rest of the Western World, was in no position to sup- 
port, unaided, the major military construction which has been under- 
taken. The living standard of its people was one of the lowest in 
Europe. Even with the substantial U.S. assistance which has been 
made available in the last 5 years, Spanish efforts to improve their 
economy have not been completely successful. Inflation continues to be 
amajor problem facing the Spanish economy. Because this is the case, 
the major portion of U.S. economic programs to Spain has consisted 
of raw materials and agricultural commodities. 

In addition, however, U.S. programs have contributed to important 
basic improvements in the economy which has grown rapidly since 
1953. Gross output has increased by an average of 6 percent per year 
in real terms. Industrial production has risen by about 10 percent 
annually, and consumption has climbed between 4 and 5 percent per 
year. A rise in steel output of 70 percent from 1953 to 1958 has been 
supported by $8 million worth of steel equipment. 

In 1958 alone, steel output rose about 10 percent partly as a result 
of the opening of the first section of Spain’s largest steel plant, equip- 
ment for which was partially financed by the United States. ‘About 
45 percent of the 2 million ton cement production increase from 1953 
to 1958 can be attributed to some $3.4 million of U.S. financed 
equipment. 

Over $30 million of ICA assistance in the electric power sector has 
been an important factor in permitting Spain to overcome crippling 
power shortages which were common until the new capacity came into 
operation. Improvement of transmission systems through the instal- 
lation of such equipment as circuit breakers and high capacity trans- 
formers has rire 5 reduce power transmission losses from 25 percent 
to about 18 percent. 

With respect to transportation, our main efforts have been directed 
toward those parts of the system which serve the strategic bases, but 
these also have provided important support for the civilian economy. 
ICA-financed highway equipment, amounting to $3.8 million, and over 
$18 million in U.S. generated local currencies, have been used to widen 
and level almost 200 miles of roads, thus completing construction on 
the priority network of access roads. Highest. priority has been given 
to the rehabilitation of railroads, which had suffered severe damage 
during the civil war and neglect for most of this century. 
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About $30 million worth of equipment has been supplied and $40 
million in counterpart funds have been allocated for this purpose. 
This assistance ranging from diesel locomotives and rolling stock to 
traffic control equipment and railway ties has been utilized to renew 
and improve 600 miles of track, principally on the strategic line be- 
tween Madrid and the bases at Seville and the naval base at Rota. 

U.S. programs in the field of agriculture have financed more than 
$25 million in agricultural equipment and substantial amounts of 
U.S. generated local currencies have been allocated to agricultural im- 
proves projects. These include projects in which 106,000 acres 

ave been irrigated, soil conservation projects where some 49,000 acres 
have been terraced, and land consolidation projects, where farm 
families have agreed to consolidate fragmented holdings. 

However, it is obvious that the solution of Spain’s agricultural 
problems will not be easy. During the last 20-30 years, agricultural 
investments have been neglected, a distorted price structure has de- 
veloped, and antiquated production methods have changed little— 
with the result that production has barely kept up with the growth 
of population. 

n the field of commerce and industry one of the most notable 
developments has been the establishment of Spain’s first school of 
business administration which to date has graduated 128 trainees, 
chiefly selected from Spanis middle management. 

In summary, U.S. economic programs to date have strengthened 
Spain’s economy and its ability to cooperate with the United States 
in the construction and operation of the joint bases. During the 
same period, Spain has drawn closer to other countries of Western 
Europe and has stepped up participation with free world economic 
organizations. During 1958, Spain became even more closely asso- 
ciated with the OEEC and joined | the IMF and IBRD. 


YUGOSLAVIA 


The special assistance program in Yugoslavia, combined with the 
other U.S. programs such as Public Law 480 and the Development 
Loan Fund, has been a major factor in strengthening the independent 
position of Yugoslavia outside the Soviet bloc. 

This is a most significant accomplishment. The example of our 
firm resolve to help countries preserve their independence without at- 
tempting to dominate their internal affairs is not lost on the other 
countries of the free world, nor on the Soviet bloc. The Yugoslav 
reply to Soviet accusations concerning United States assistance stands 
as a testimony to our position. In essence, Yugoslavia said that U.S. 
help was being given free of any political conditions, in sharp con- 
trast to assistance accorded by the Soviet Union. 

The principal a over the past 18 months has been a new 
deterioration in Yugoslav and Soviet Union relations. This began 


openly in December 1957 and culminated in the suspension of Soviet 
credits to Yugoslavia in May 1958. In addition to the suspension 
of credits, some of which were for vital industrial plants, imports 
such as wheat and coal were delayed. 

Since fiscal year 1951, U.S. economic assistance to Yugoslavia, in- 
cluding Public Law 480, has averaged about $90 million. This as- 
sistance has prevented Yugoslavia’s economy from foundering, filled 
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a severe balance-of-payments gap, and permitted a level of investment 
sufficient, to build an economy capable of existing without undue 
economic dependence on the Soviet bloc. The economy has been sub- 
stantially strengthened averaging a 10 percent annual increase in 
gross output between 1948 and 1958, The balance-of-payments deficit 
remains large however. 

In recent years the composition of U.S. programs has been changing 
to include greater emphasis on agricultural commodities and, more 
recently, development projects under DLF._ Special assistance, as a 
percentage of the total program, has been reduced to the minimum re- 
quired for certain special commodity imports, such as U.S. coking coal, 
and to support an expanded technical cooperation program. 

Even though Yugoslavia has continued to be Communist, major 
shifts in economic policy have occurred during the period of U.S. as- 
sistance. Decollectivization of farms, termination of forced deliver- 
ies, decentralization of economic activity, and increasing dependence 
upon fiscal and monetary controls as contrasted with direct Govern- 
ment intervention, have taken place. Economic and political ties with 
Western Europe, particularly, have been improved through Xiggo- 
slavia’s observer status in OEEC and by full participation in the Eu- 
ropean Productivity Agency. 

The U.S. programs, especially technical cooperation, have intro- 
duced more modern ideas and en Under the technical coop- 
eration program, over 1,500 Yugoslav participants have observed 
technical practices or undergone training in the United States. 

Without economic assistance from the West, the Yugoslav people 
would have suffered severe economic distress. The country’s 
resistance to Soviet domination would have weakened, with consequent 
dangers to the West, including that of direct Soviet land access to a 
position overlooking the north Italian plain. Economic help has pro- 
vided the internal strength on which the Yugoslavs can base their in- 
dependence, and on which they can maintain it, unmoved, either by 
Soviet enticement or threat. 

BERLIN 


The contrast between the hungry, dark, and blockaded city of 1949 
and the West Berlin of today is one of the most striking examples of 
successful achievement in our economic programs. | Berlin now serves 
as a bright “show window of freedom.” Since 1949, the number of 
unemployed has dropped from 300,000 to below 80,000 despite a con- 
tinuing influx of refugees. Per capita industrial production has risen 
about 314 times from 40 percent of prewar in 1950—a year after the 
blockade was over—to 141 percent of prewar in 1958. Gross output 
rose from about $900 million in 1950 to about $2.4 billion in 1958. 

Examples of activities helped by the U.S. contribution include the 
construction of 418 medium-cost houses, primarily to house refugees. 
These houses, imported in sections from Finland, cost the United 
States $1.3 million in U.S.-owned Finnish marks. The German Gov- 
ernment provided about $1.7 million in German-owned counterpart 
funds for the project. Construction has also begun on a student vil- 
lage which, when completed, will provide housing for 650 men and 
women of the Free University. Another project now coming off the 
drawing boards is the construction of the Free University Medical 
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Center, which will provide up to date medical teaching and clinical 
facilities. The estimated cost, of which the United States will pay a 
portion, is $14 million in deutschemark equivalent. 

In recent years, as the Federal Republic of Germany has regained 
its economic strength, the greatest part of the burden of economic 
assistance for West Berlin has, of course, properly been financed from 
the Federal Republic which provides support of over $300 million 

r year. The amount of U.S. economic assistance has markedly 
Fectined. The U.S. contribution under the mutual security program 
remains important, however, as a concrete expression of American 
concern for the free citizens of Berlin. Projects financed with these 
funds provide tangible demonstration of U.S. support. Such demon- 
strations are important to the maintenance of the morale of West 
Berlin citizens and help the city serve as an sxemels to the eastern 
European people of western accomplishments in a free society. 


MULTILATERAL PROGRAMS 


The United States is also participating on a partnership basis in 
three European regional. programs. 

The oldest of these is the OEEC’s European Productivity Agency 
(EPA), organized in 1953 to coordinate and carry forward the tech- 
nical exchange activities initiated under the Marshall plan. 

Programs undertaken by the EPA have included a wide range of 
projects to improve European productivity and management of its 
economic resources. 

EPA is expanding its assistance to less-developed areas to provide 
European training facilities for ICA-financed participants from 
southeast Asia and Africa. EZ/PA’s demonstration project on develop- 
ment techniques in Sardinia has so impressed the italisin authorities 
that the latter are initiating similar projects of their own. A team 
of Greek, Turkish, and Yugoslav officials has studied the project 
with a view toward establishing further demonstration centers else- 
where in southern Europe. 

Another important multilateral program is the OEEC scientific 
and technical personnel program, which began in fiscal year 1958. 
Its main objective is to increase the supply of scientific and technical 
personnel, largely through improving education in science and mathe- 
matics, especially at the secondary school level. The total cost of 
this program—approximately $1 million for fiscal year 1958—has 
been shared equally between the United States and the OEEC 
countries. 

The NATO science program has a somewhat different emphasis but 
also aims at overcoming the present scientific shortfalls and at further- 
ing scientific cooperation among NATO countries. Initiated in the 
current fiscal year, the program stimulates the exchange between 
NATO countries of postgraduate and postdoctoral students of pure 
and applied science. It also provides for short-term meetings of 
advanced scientists to study specific problems of concern to the alli- 
ance and planning a series of cooperative scientific research projects. 
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PROPOSED FISCAL YEAR 1960 PROGRAMS 


As in recent years, the economic assistance program proposed for 
Europe in fiscal year 1960 is directed at a few special situations re- 
lated to strategic U.S. interests. The $64.6 million proposal is 17 
percent below the $76.6 million estimated program for fiscal year 1959 
and 40 percent below the program in fiscal year 1958. It repre- 
sents a minimum proposal to meet these interests and takes fully into 
account the prospective operations of the Development Loan Fund, 
the provision of surplus agricultural commodities under Public Law 
480, and the availability of foreign currencies. The table on page 7 
of the European Regional Book details the proposal for the European 
area. 

As previously stated, the program for sy for fiscal year 1960 is 
the largest economic program proposed for Europe. The amount 

roposed, plus the surplus agricultural commodities supplied under 
Public Law 480 and capital assistance from United States and inter- 
national institutions, is necessary to strengthen Spain’s economy so 
that it can contribute to the common defense. The continuing infla- 
tion and increased imports have virtually exhausted Spain’s foreign 
exchange reserves nal serious problems would arise without U.S. 
help. 

faith inflakionaxy actions undertaken by the Spanish Government 
since 1957 have not been enough to halt the inflationary trend and 
more extensive changes in fiscal and financial policies will have to be 
made. Spain has recently been in active communication with the 
OEEC and with the International Monetary Fund. The express pur- 
pose of such consultations has been to draw on the advice of these two 
experienced international organizations in the formation of an active 
economic reform program, including trade liberalization and inflation 
control. The defense pig sc for fiscal year 1960 will help the 
Spanish Government in taking the needed measures and in cushioning 
the effects such a program is bound to have on the Spanish economy. 

In addition to the Sane support program, technical cooperation 
of $1.2 million is proposed to continue to narrow the gap between 
Spanish industrial and agricultural techniques and more advanced 
techniques. 

The fiscal year 1960 program for Yugoslavia proposes a continua- 
tion of the special assistance and technical cooperation programs 
along the lines of recent years, to include the financing of imports of 
U.S. coking coal. Some essential capital needs of Yugoslavia, amo 
them projects canceled by the Soviet Union, are being met throug 
the Development Loan Fund. The proposed special assistance pro- 
gram for fiscal year 1960 takes account of this as well as the U.S. 
agricultural products expected through Public Law 480 sales. This 
combination of various forms of U.S. assistance will, I believe, enable 
Yugoslavia to continue its posture of independence so successfully 
maintained in previous years. 

We also propose continued support for Berlin approximately as in 
last year’s program. I do not think I need to underline the state- 
ments previously advanced regarding the importance of this for morale 
purposes and as a demonstration of our free system. As in previous 
years, we expect that the dollar funds will be used for a section 402 
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sale to the Federal Republic to produce deutschemarks, thus achieving 
a multiple purpose. 

For the multilateral programs a small increase is proposed in fiscal 
year 1960, because of the expansion of contributions to the new scien- 
tific programs undertaken in the past 2 years. The program for the 
European Productivity Agency remains at the same fovel 

Among future activities programed under the OEEC scientific and 
technical manpower program. are the establishment of specialized 
training centers, the preparation of science films and textbooks and 
several projects for improving basic education in the less developed 
OEEC countries. 

The NATO science program is to be expanded in its second year 
in part to promote greater efforts in cooperative research. In Both 
the NATO and OEEC programs the proposed U.S. contribution, while 
increasing, will be less percentagewise than in the present fiscal year 
due to increased European contributions. 


CONCLUSION 


The mutual security proposal for Europe in 1960 represents a care- 
fully considered selection of programs which are vital to U.S. in- 
terests. In Spain, internal economic stability would contribute to the 
continuing successful operation of our important complex of bases; 
in Yugoslavia, that country’s independent stand before Soviet threats 
is based upon the existence of an alternative to Soviet trade and aid; 
in Berlin, U.S. support serves as a constant reminder that we are 
dedicated to the preservation of liberty in the center of Europe; and 
in the multilateral programs we promote the cohesiveness of the 
North Atlantic Community by participating in activities designed 
to develop and share the benefits of advanced knowledge to all the 
free eed 

I would welcome any questions which you may have about the 

rogram. 
F r. CARNAHAN. Thank you, gentlemen. 

I will attempt to hold as nearly as possible to the 5 minute rule. We 
have several members of the committee present and we would like 
to give those at the lower end of the table a chance to get in on the 
questioning. 

Mr. Merchant, you say in your statement on the first page, “The 
Soviet threat to the free world has not diminished during the past 10 

ears. 
4 Is that going to be used as an effective argument by some of the 
—— of the mutual security program that we are not accom- 
plishing anything ? 

Mr. Mercnant. I think it would be a mistaken argument if it were 
attempted so to use it, sir. I think one only has to look back 10 years 
to see the results which have been achieved by our assistance to West- 
ern Europe to realize how great the progress has been. : 

If you compare the situation in 1948 when the last Berlin crisis 
arose, when you compare in that 10- or 11-year period the difference in 
the military defense capability of Western Europe, the difference in 
the stability of governments, the really tremendous progress that has 
been made in the production and the economies and the physical con- 
ditions of our European allies, and Western Europe in general, 
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think this is the best testimony one can find to the success of what we 
have been doing. 

Mr. CarNAHAN. You might say that the Soviet threat to the free 
world has not diminished during the past 10 years—it would be cor- 
rect to then say that it has immensely increased during the last 10 

ears 

Mr. Mercuanrt, It has increased substantially in this sense, I would 


say, sir, 

Virst of all, the modernization of the Soviet military establishment, 
the acquisition of the most modern weapons has certainly, I think 
General Guthrie would agree, has notably increased the potential 
aggressive military power of the Soviet. Union but, in addition, as I 
suggested or stated in my introductory remarks, the range in human 
activity which is now occupied by Soviet efforts to undermine and 
destroy the free world has very notably increased. Their economic 
offensive, their aid program, both of which have been developments 
really of very recent years, are an indication of the broadening and the 
deepening and the strengthening of the Soviet threat. To say it has 
not diminished, I think is an understatement rather than an over- 
statement. : 

Mr. Carnawan. Mr. MacPhail, on page 11 of your statement, in 
evaluating the situation in Yugoslavia, you say that “among them, 

rojects canceled by the Soviet Union are being met through the 

evelopment Loan Fund.” 

Are you in a position to give us a specific example of the projects or 
type of projects that are being assisted through the Development Loan 
Fund where assistance was promised by the U.S.S.R.? 

Mr. MacPuat. There were a large number of capital projects for 
which the Soviet Union had promised credits to the Teaver Govern- 
ment. With the cessation of the credits the Development Loan Fund 
has received a large number of applications for capital projects from 
Yugoslavia. 

1e first loan that was signed was for the Pancevo fertilizer plant 
in the amount of $22.5 million. That was signed in January, as I 
recall it. This loan was one of the specific a for which the 
Yugoslav Government had been relying on the Soviets, so the Develop- 
ment Loan Fund in this particular case moved right in and took over, 
on the part of the United States, a commitment on which the Soviet 
Union had defaulted. 

There are other projects under consideration in the same category. 

Mr. CarnaHan. Just one further question. We had a witness who 
stated before the committee that there might be some differences be- 
tween Communist countries and they especially named Yugoslavia, 
the Soviet Union and China, but they all three are devoted uncom- 
promisingly to the idea of international Communist conquest. 

I notice statements here saying that Yugoslavia is maintaining in- 
dependence. Do any of you really feel that Yugoslavia is maintaining 
independence from the Soviet Union ? 

Mr. Mercuant. Clearly a country like Yugoslavia which is directed 
and controlled by men who are steeped in and devoted to the Marxist 
ideology, clearly a country of that sort has certain affinities for the 
Soviet Union. What has been achieved in Yugoslavia and by Yugo- 
slavia, however, is a removal from its position of subservience and 
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domination by the Kremlin. And this is to my mind one of the most 
significant developments in the past 10 years in the struggle between 
the free world and the Soviet Union. 

Yugoslavia is following a politicial and an economic system with 
which obviously we have no sympathy. On the other hand, it is 
a national type of communism which has been developed and both 
the political blow to the Soviet Union of Yugoslav movement toward 
independence, and in terms of both economy and military contribu- 
tion to the Soviet bloc, the removal of Yugoslavia from the Soviet 
camp to a position intermediate is, as I say, one of the most significant 
and, looking toward the future, one of the most hopeful developments. 

Mr. Carnauan. I have used my time. 

Mrs. Bolton. 

Mrs. Botton. Mr. MacPhail, on page 2 of your statement, you 
say there is provision for a development fund for investment assist- 
ance to the overseas countries and territories associated with the 
European Economic Community. The fund will have available 
$581 million for first 5 years of its operations. 

We understand that preliminary discussions concerning the use of these funds, 
primarily in Africa, are already underway. 

Now, just exactly what does it do? 

Mr. MacPuat. There are discussions underway in Brussels by 
the staff of the EEC looking to the development of projects in Africa 
to be financed through this fund. 

Mrs. Botton. That would be in the Belgian Congo? 

Mr. MacPuat. It would be in the overseas territories of France 
and Belgium; not in the British but in the French and Belgian terri- 
tories. 

Mrs. Bouron. Would that affect any possible planning we might do 
toward Africa, or do they not welcome us anyway ? 

Mr. MacPuat. With respect to Africa as a whole, it certainly not 
only affects the total U.S. planning, but the total situation in Africa 
in terms of economic development. 

These particular countries are overseas territories of France and 
Belgium. The only country where there would be a possibility of 
coordinated planning would be in Somalia because, as you know, the 
Italians still administer that country under the U.N. We are hopeful 
that some funds will go to Somalia under the program. 

Mrs. Bouron. Then our own Development eos Fund would feel 
less responsibility toward Africa? 

Mr. MacPamase. Toward the dependent territories in Africa only. 
I would assume—not speaking for the Development Loan Fund— 
that you would need a coordinated position between the Development 
Loan Fund and the overseas development fund. 

With respect to the overseas development fund, the procedures, 
the terms of loans, the methods of granting economic assistance for 
capital development projects, etc., have not yet been worked out. 

rs. Bowron. May I just urge that you give a good deal of atten- 
tion to Africa? 

Mr. MacPuat. I assure you we will. 

Mrs. Bouton. Mr. Merchant, it is delightful to have you here again. 

Reports from Spain and Portugal would seem to indicate there 1s 
no particularly stable government there. Is it true what we hear! 
We hear a good deal about it. 
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Mr. Mercuanrt. Yes. 

I think, Mrs. Bolton, that much of what one hears and reads is 
exaggerated. It is perfectly true that in both countries the form of 
government is heavily dependent upon a single man. In both cases 
that man has been the dominant political figure in the country for 
more than two decades. Any country He 2% has a political system 
of that character, I think history would confirm contains problems 
for the political succession which are far more difficult ae compli- 
cated than in a parliamentary system or a democracy. In both 
countries one has also a relatively low standard of living in terms of 
much of the rest of Europe, certainly in terms of the United States 
and Canada. 

I would say this, however: The most influential people in both 
countries have a strong attachment to the West and I could say in 
both countries progress, not as rapid as we would like to see or cer- 
tainly the peoples there would like to see, but nevertheless progress 
is being made economically, so I would take with considerable reserve 
some of these rather alarming reports one reads from time to time. 

Mrs. Botton. And you would think that we could be a little bit 
hopeful with the seeming lessening of the Communist influence in 
Western Europe? 

Mr. Mercuant. I think that is an important and encouraging fac- 
tor. I think particularly in the case of Spain, the increasing rap- 
proachment between Spain and France and the other European coun- 
tries to which Mr. MacPhail referred, is a very encouraging and con- 
structive development and one that is still at work. 

Mrs. Botton. General Guthrie, on page 4, your fourth paragraph, 
you list. the 30 missile units, 10 of which have been delivered, and the 
sist of December, the Nike battalions and the Honest Johns—are 
those figures generally known ? 

General Gururie. We furnished them previously to Mr. Fulton. 
We don’t like to announce the exact country which is getting any 
particular weapon because they have their own political problems and 
we would prefer to permit them to make the initial announcement. 

They were also brought to the attention of the committee by Mr. 
Irwin. 

Mrs. Botton. This is not a classified statement ? 

General Gururie. It has been in the press already. 

Say Botton. Thank you, very much. That is what I wanted to 
ow. 

Mr. CarnaHAN. Mr. Burleson. 

Mr. Burieson. Thank you, Mr. Chairman. 

Mr. Secretary, through most all the statements which have been 
presented, reference is made to the rather phenomenal increase in 
iy output, particularly of the basic industries in Western Europe. 

ut the request for funds generally are not reflected in it. 

Now, why is that ? 

Mr. Mercuant. Of course, sir, there has been a very substantial 
reflection in the requests in recent years under the mutual securit 
program for economic assistance to Western Europe and the NAT 
countries. This has been the primary reflection, I would say, of the 
economic recovery. 
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The military assistance in the past 2, 3, or 4 years, has also declined, 
but it remains a substantial figure, as these figures reflect, and as ] 
briefly mentioned in my statement and General Guthrie gave in some- 
what more detail, one very substantial reason is the increasing com- 
plexity and expense of modern weapons; the fact that many of these 
modern weapons and pieces of equipment can only be obtained from 
the United States and that the purchase from the United States ob- 
viously requires dollars which don’t necessarily in availability parallel 
the improvement in internal economic orders. 

Mr. Burteson. Your reference is particularly to the military 
assistance ? 

Mr. Mercuant. That is right, sir. 

Mr. Burteson. But not to the general economic, overall. 

Mr. Mercuant. The economic assistance requested as you will have 
noted from the figures, is extremely small, relative to the military 
assistance requested. No economic assistance is requested for the 
former Marshall plan countries. 

Mr. Burueson. Well, last year Congress cut the economic assistance 
total about $1,866 million, or 6.4 percent. Many countries received 
increases, and some did receive reductions. But is it not a practical 
matter for us to sit here and try to determine if an overall cut is made 
in this program as to what particular activity or country would be 
affected by it; is that true? 

Mr. Mercuant. That is true. If there was any cut in this pro- 
gram which I think would be tragic, it would be necessary to assess 
the entire program to see what the best adjustment would be. 


Mr. Burreson. Evidently you have done that in the past rather 


successfully. 

Fifty-seven countries have received economic assistance and this 
last year 20 received increases and 20 were reduced and the remaining 
17 were unchanged. 

Mr. Mercuant. You are speaking, sir, I think, of the program as a 
whole whereas my remarks were addressed only to the particular part 
of the program which I was defending. 

The total economic assistance, for example, which we are requesting 
for the countries in Europe, is of the order of $65 million. 

Now, compared to 5 years ago, this is an extraordinary decline from 
a very, very substantial figure to what is really a minimal figure, and 
the economic assistance for specified countries in the European area 
comes down to Spain, Yugoslavia, and the western sectors of Berlin. 

Now, I am not competent to speak to the rest of the program, but 
I would like to make the general remark that as the Soviet economic 
offensive around the world has increased in intensity and as new 
nations have come into existence in their early struggle for a viable 
existence as independent nations, these have produced needs and 
requirements to which we have felt it was in the national interest. to 
respond. 

Mr. Burteson. We will pass that for the time if we may. I would 
like to ask you one other brief question and then I have a question 
for Mr. MacPhail before my time runs out. 

You state on page 7 that the tax burden on the average European 
is heavier than that on the American citizen. Now, the tax burden, 
as imposed, may be heavier, but what about collections? 
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Mr. Mercuanr. The figures I was basing my statement on, sir, are 
based on tax receipts which are actual collections. 

Mr. Burueson. Actual collections ? 

Mr. Mercuanr. Actual collections. 

Mr. BurtEson. You are saying that the take from the average West- 
ern European citizen is heavier than the take from the average Amer- 
ican citizen ? 

Mr. Mercuant. That is correct, sir. ; 

Basing the figures on the ratio of tax receipts to gross national res 
uct which we have felt gave the fairest picture, the ratio runs from, 
with Germany at the top, 32.5 percent ; the Netherlands, 32.4 percent; 
the United Kingdom, 29.2 percent; Italy, 28 percent; West Berlin, 
25.7 percent; the United States, 25.2 percent. : 

There were only three countries with a lower ratio of tax receipts 
to gross national product than the United States. 

Mr. Burueson. Using gross national product figures, is somewhat 
confusing. It would seem necessary to consider other values, but you 
say that the individual citizen, as compared to the citizen of this 
country, the collection from that individual is greater than it is in 
the United States? 

Mr. Mercuant. On the average that would be true, sir. We must 
remember that. in Europe there are more indirect taxes than there 
are in our system, but if you take the ratio of tax receipts to gross 
national product and divide by the number of people in each country, 
it is true that with the exception of Belgium, Luxembourg, Denmark, 
and Portugal, the tax burden is higher in every other country in the 
NATO area. 

Mr. Burueson. I am not going to dispute it now, but there are people 
who will, and rather ably. 

Mr, CarnaHAN. The time of the gentleman has expired. 

Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

In connection with the first line of questioning by Mr. Burleson a 
moment ago, isn’t it true that the actual expenditures for the current 
fiscal year exceed somewhat the appropriations we made for the fiscal 
year due to what was in the pipeline? 

Mr. Mercuant. That is my understanding. 

General Gururir. That is correct. 

Mr. Merrow. And if we continue to make cuts in the program 
are we not reaching the point where the pipeline is not sufficient to 
make up’ the additional appropriations that are deemed. necessary 
for the program, or the sufficient funds ? 

General Gururime. Yes, sir, that is correct. 

Mr. Merrow. I want to compliment you gentlemen on the clarity 
and the conviction with which you have presented these matters this 
morning. I think what you had to say in reference to Yugoslavia 
is very important. I find that wherever I speak on the public plat- 
form and open myself to questions, this is one of the first, questions 
that is asked. 

I believe that if this could be clarified to the American people, as 
you have clarified it here this morning—and I just don’t know how 
you are going to get it clarified to everybody—we wouldn’t find the 
resistance in this area. Certainly the arguments which have been 
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presented this morning would convince anybody of the necessity of 
doing what we have been doing in Yugoslavia, and I might add, that 
the same review of the situation in Poland ought to be made and 
with as much clarity because those two countries are usually linked 
together on the aid question. 

n reference to your comments on NATO, don’t you think it was 
most significant that the NATO Council meeting here in Washington 
——. of April practically endorsed the position of the West in 

rlin ? 

Mr. Mercuant. It was most heartening. It was as impressive an 
expression of the essential unity and resolution of NATO as I have 
certainly ever witnessed. As one of the participants concisely put it: 
“If West Berlin goes, who goes next?” I think it was a recognition, 
a realistic recognition of the danger and the dimensions of the threat 
which is being posed by the Soviet Union now, and it was also a recog: 
nition of the essential philosophy of NATO. Either we hang together 
or we will all hang separately. 

I think in this we might say also the smaller countries in NATO 
were just as stout as the larger ones. It was a most heartening 
Speier. 

r. Merrow. I would conclude from what you said that you feel 
that the various programs of assistance in Western Europe beginning 
with the Marshall plan and continuing on through the mutual secu- 
rity program, those programs have been necessary to put NATO in 
po eae that it is at the present time. 

r. Mercnant. There is no question about that in my mind, sir. 
I think history will show that when the—it may be well distant in 
the future, but I think history will show that when the Soviet threat 
has finally weakened, and as it ultimately will, disappeared, I think 
history will record that our program over an extended period of years, 
both economic assistance and military assistance to Western Europe, 
has been the most constructive foreign policy act of the United States, 
and the act which will in the view of history be regarded as control- 
ling in the survival of the United States as it is today and as we are 
going to keep it. 

Mr. Merrow. Now, everybody knows, I presume, that the $43.6 
billion asked for by the Department of Defense budget next year will 
be voted practically unanimously, if not unanimously. 

I have no quarrel with that. I think it isnecessary. Now, the $3.9 
billion for economic and military assistance that you are asking for 
is the place where the row is going to be. I think that the $3.9 billion 
is as essential for our defense as any money in the other area. 

Now, the question I want to ask is this: Would it not be just as 
a. to make a heavy cut in the $43.6 billion as in the $3.9 

illion ? 

Mr. Mercuant. To my mind, sir, the mutual security program is 
just as truly a part of this country’s necessary national defense effort 
as the Defense Department budget, and I would hope that in the full 


amount requested, it likewise would pass unanimously. 

Mr. Merrow. Well, it is just as essential then, from what you have 
said, as an airplane or a submarine or any money spent for guns in 
the Defense Department. 

Mr. Mercuant. I agree completely with that, sir. 
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Mr. Merrow. Thank you, Mr. Chairman. 

Mr. CarnaHan. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

General Guthrie, I note in the conclusion of your statement you 
point out that it is the belief of the Department of Defense that this 
proposal—the proposal for fiscal year 1960—represents the very mini- 
mum p m essential to an effective defense of Western Europe. 

General Gurnrie. Yes, sir. 

Mr. Seven. I presume you are referring there to the present 
amount included in the budget request for mutual security military 
assistance in your area. 

General Gururir. That is correct. 

Mr. Setpen. By that statement, can I also assume that you mean 
that that amount will continue during the next fiscal year an effective 
defense of Western Europe? 

General Gururir. I know that you are aware, Mr. Con man, 
that the administration is now considering the recommendations of 
the Draper Committee. At the present time and until those recom- 
mendations have been studied and acted upon, a total of 1.6 for 
military assistance is the position of the administration and since 
Europe is getting nearly half of it, I think we are getting a fair cut 
of the total. 

I think that we can always effectively use more, but to say that of 
worldwide expenditures any particular percentage is what we need, 
or what we don’t is beyond my province. 

Mr. Setpen. Of course, I realize you can always use more, but the 
point I am trying to make here is that in your statements you have 
indicated that the amount you have asked for in the proposed budget 
is sufficient to continue an effective defense of Western Europe, or 
is the maximum amount. Am I correct? 

General Gururim. It is the very minimum amount, yes, sir. 

Mr. Sevpen. Mr. Merchant, in your conclusions you pointed out 
the necessity for favorable congressional action and you said: 

I need not stress the dangerous consequences that might follow if the Soviet 
Union or even our friends gain the mistaken impression that the U.S. support 
for NATO is slackening at this critical time. 

Of course, I realize we are in a very serious crisis. Yet, 12 months 
ago we were in another crisis, and 12 months prior to that we were 
in another crisis, and I assume as long as the Communists continue 
strong and want to create crises that we are going to continue to be 
in them. 

Mr. Mercuanrt. Yes. 

Mr. Sevpen. Has our reduction of this program at any time in 
the past given the mistaken impression to any of the NATO coun- 
tries that we were slackening our support of that organization in 
any of those prior critical periods? 

Mr. Mercuant. I think our allies have no basic doubt as to our 
support of NATO and of the continuity of the assistance which over 
the years we have given them. 

It is true we were in a crisis last year. It was in a different part of 
the world and I was really addressing myself to the NATO area be- 
cause this is really, I think, the most serious crisis which has arisen 
since the Berlin blockade of 1948. And there is nothing the Russians 


38361—59—pt. 5-16 











1326 MUTUAL SECURITY ACT, 1959 


would so much like to see or believe; there is nothing it seems to me 
which might so readily lead them into a dangerous miscalculation of 
the U.S. purpose than action which showed a disregard for the United 
States continuing its contribution to support its allies. 

And similarly there are elements here and there in different countries 
in Europe which can hardly believe that the United States has so 
massively changed its foreign policy as it has in the last 20 years and 
who are constantly looking under the bed to see if the United States 
is going to return to an isolationist policy. 

Again, I think a cut in what we are asking would not merely be 
giving—I think unwise—encouragement to the Soviets in their cal- 
culations of our firmness but it would lend some appearance of support 
to those in Europe who feel that the United States may be losing in- 
terest, may be preparing to withdraw. But fundamentally as I say— 
and it was reflected at the NATO meeting in April here—I don’t think 
there is any doubt among the governments and the great majority 
of the peoples in Western Europe as to the firmness of our purpose 
and as to our determination to continue to give them necessary sup- 
port in the areas where that support is required. 

Mr. Sexpen. Then, can I assume that your answer to my question, 
“Have past cuts given them a mistaken impression as to our possible 
slackening of support ?” is “No.” 

Mr. Mercuant. I would say past cuts in individual years have dis- 
heartened and disappointed them but I am speaking over the period 
of time that basically I think they feel that we have given them a 
support of the character, and an amount which reflects our continued 
vital interest in Europe. 

Mr. Carnanan. The time of the gentleman has expired. 

Mr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Merchant, I think we have the best team in the Department to- 
day that we have ever had to deal with these world problems, largely 
because of the experience accumulated over the years. And you are 
one of the ablest and best on that team. I feel much more secure with 
you down there. That makes it all the harder for me to disagree with 
you on a point or two. 

I will defer to your judgment and that of George Allen and Riddle- 
berger on Yugoslavia, I have great confidence in all of you. But 
this is one place I fear events are likely to prove you wrong, although 
I certainly hope they will prove your right. 

[Security deletion. ] 

Mr. Jupp. Now I come to Spain. Why does Spain have 2 million 
men under arms at a time like this? The country is under no imme- 
diate threat. Is this the basic reason they haven’t made more head- 
way in improving their economic situation ? 

Mr. Mercuant. Might I ask General Guthrie to address himself to 
that, sir? 

Mr. Jupp. All right. 

General Gururre. Well, sir, as you know, the army in Spain is 
used for internal securit purposes, for one thing. The references to 
2 million men [security deletion] includes their reserve forces as well. 
[Security deletion]. 
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However, as you will note in your book we are concerned only with 
a very limited portion of that total as far as military assistance was 
concerned. 

Mr. Jupp. What is the population of Spain? They skipped that in 
the usual summary they have for countries. It is about 25 million, is 
it not? 

Mr. MacPuatr. About 30 million. 

Mr. Jupp. That constitutes a tremendous drain on their economy. 

ag ve eet eg 

r. Jupp. I would like some clarification of that whole situation. 

Mr. Mercuant. May I make one point on that, sir? 

Mr. Jupp. Yes, 

Mr. Mercnant. A point arises I think from the history of the pres- 
ent Government which came into power as a result of civil war. That 
is a situation which I think traditionally means the decline in the 
armed forces is a slow process. 

Secondly, in a sense I think it is a drain on the productivity of 
Spain. On the other hand, effectively from an economic point of view 
to utilize men released in large numbers from the armed forces in 
Spain’s economy I think would require a very substantial capital in- 
vestment and the one thing Spain has been short of for the last 20 
years has been capital in sufficient amounts to create productive facili- 
ties which in turn create jobs, I think if the army were to be dis- 
banded or substantially reduced that one would probably find a situ- 
ation of widespread unemployment and in effect a decline in the 
economic situation of Spain in the absence of a capital investment of 
substantial dimensions. 

General Gururie. Excuse me, sir. I just looked up their active 
military strength and [security deletion] it is considerably less. 

Mr. Jupp. Then, that figure of 2 million men under arms does not 
justify the impression I got that they had that many men living in bar- 
racks and living off the public treasury most of the time. 

Mr. CarnaHaNn. The time of the gentleman has expired. 

Mr. Fascell. 

Mr. Fascett. Thank you, Mr. Chairman. 

Mr. Secretary, do you have to give prior concurrence to the approval 
of DLF in your area? 

Mr. Mercuant. Yes, we do, sir. 

Mr, Fascett. When you say “we,” do you mean Mr. MacPhail and 
you 

Mr. Mercuant. Well, we are in the State Department together. 

Mr. Fasceti. Does the recommendation come from Mr. MacPhail, 
then to you, then tothe DLF ? 

Mr. MacPuan. The DFL has a Board of Directors which is com- 
a of the Under Secretary of State for Economic Affairs, Mr. Dil- 

on; the Director of ICA; the head of the Export-Import Bank; the 
Managing Director of the DLF and the U.S. Executive Director on 
the IBRD. Any loan application which comes to the Development 
Loan Fund, that. is to the staff of the Fund, is reviewed by the staff 
and is then approved after it has been screened and engineering data 
collected on it. It is approved by the Board of Directors which Teihes 
—- if you will, the five agencies most principally concerned 
with it, 
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Mr. Fasceii. The question I asked was whether or not you had 
prior tg of the officer in charge of a regional area. 

Mr. Mercuant. I believe so. I have not personally approved a 
particular loan application in my area since I returned to my present 
desk. I do know that there is the most continuous collaboration be- 
tween the economic side of the Department and all the political bu- 
reaus, on all economic matters including DLF loan funds and I know 
that there have been cases where we have suggested to Mr. Dillon 
for political reasons, consideration of a possible loan to a particu- 
lar country. But whether my staff specifically approves each indi- 
vidual loan fund, I would have to check, sir. I believe they do but 
I would have to check that. 

Mr. Fasceit. At least we are given to understand that recommen- 
dations from your staff are available to the Board of Directors, prior 
to the time they act on the loan. 

Mr. Mercuant. That is right, sir. 

Mr. Fascett. Do your recommendations go to the question of 
whether country “X” gets a loan, as well as the details of the loan 
agreement ? 

Mr. Mercuant. In the political bureau, sir, we do not consider 
ourselves expert on the engineering, the fiscal, the financial aspects 
of it and I don’t think we would presume to set our judgment as to 
the size of the loan or the terms. 

Mr. Fasceiu. So we can assume there are no recommendations from 
your staff with respect to terms of repayment, for example? 

Mr. Mercuant. I have been aware of none in the last 5 months, sir, 
that I have been back. 

I can double check that and correct the record by an insertion if 
I am incorrect, sir. 

(The information is as follows :) 

Prior to consideration by the Board of Directors of the Development Loan 
Fund, DLF loan proposals are submitted through the State Department repre- 
sentative of the interagency committee which screens DLF loan applications to 
the State Department political desk officers concerned for review and comment. 
The desk officers are given the opportunity to review and comment on the terms 
and purposes of the loan as well as on the desirability of the loan itself. The 
formal State Department position on a proposed loan is expressed through the 


Under Secretary for Economic Affairs, Mr. Dillon, who is the Chairman of the 
Board of DLF. 


Mr. Fasceti. What position are we taking today, if we are, with 
respect to France’s latest efforts in NATO? And I refer specifically 
to her announcement that her navy shall be independent of NATO. 

Mr. Mercuant. I might say a word or two on that, sir, and then 
ask General Guthrie if he would elaborate. 

Mr. Fascetu. Let’s first take the political significance of this, and 
then we will go to the military. 

Mr. Mercuant. The announced intention of the French Govern- 
ment to withdraw its Mediterranean fleet from specific earmarkin 
to NATO in time of war did not affect the entire French fleet. 
know you know that, sir. It was a fraction of it, or a substantial 
fraction. 

We deplore this. The matter is being discussed in the NATO 
Council and at the present time, the military authorities of the North 
Atlantic Treaty Organization are considering the matter with a view 
to reporting to the Council, which report has not yet been made. 
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Mr. Fascetx. Sir, from a political standpoint, what is it that 
France wants that we are not giving her that makes this move an 
obvious political one? 

Mr. Mercuant. I can remove from the record—— 

Mr. CaRNAHAN. You may answer off the record. 

(Discussion off the record.) 

Mr. Carnanan. The time of the gentleman has expired. 

Mr. Adair. 

Mr. Seupen. May I ask you a question, Mr. Chairman? 

Mr. CaRNAHAN. Yes. 

Mr. Setpen. Do these gentlemen plan to come back this afternoon ? 

Mr. CarnaHAn. No, there is no session this afternoon but when we 
get around, all members who care to do so will be given an opportunity 
for further questions. 

Mr. Aparr. Mr. MacPhail, just to clarify the situation with respect 
to Yugoslavia, I find the statement that external assistance in recent 
a to that country has been running at about the rate of $165 mil- 

ion per year. Do you agree with that? That statement I believe 
is in this black book here. 

Mr. MacPuaw. That is correct, yes. 

Mr. Aparr. Is it contemplated it will continue this year and per- 
haps into the future at about that same rate of $165 million per year. 

r. MacPuatn. That is difficult to say, since that depends on many 
variables including a judgment about activities of other countries. 
As I previously stated, U.S. programs have averaged about $90 mil- 
lion per year with rather significant changes within the composition 
of the figure. 

Mr. Apatr. The total U.S. figure will continue to run about that? 

Mr. MacPuat. Yes, although some increase was found necessary 
in fiscal year 1959 because of the cancellation of Soviet bloc credits. 

Mr. Apatr. Now, General Guthrie, or any one of you, a year or two 
ago we were concerned because we were told in a number of instances, 
particularly with respect to the military, our people were not given 
access to those areas in Yugoslavia where our money was being spent. 

Is that still true? Of course, I understand the difference in the 
military program, now. 

General Gururim. We have no military assistance program and at 
the time we closed out the program we withdrew our G from 
Belgrade. 

r. Aparr. Is our military attaché permitted to go about freely in 
Yugoslavia, now? 

neral Gurarre. I would have to check on that, sir, and provide 
an answer. 

Mr. Aparr. Will you give us an answer to that? 

General Gururte. I will doso. 

(The information requested is as follows :) 

U.S. military attachés in Yugoslavia are allowed the freedom of travel normally 
accorded to foreign attachés accredited to the Government of Yugoslavia. This 
entails notice of such travel to the Yugoslav Government 48 hours prior to de- 
parture. It should be remembered, however, that the activities of U.S. military 
attachés are covered by long standing diplomatic protocols which prescribe for 
reciprocal treatment of attachés from all countries. Hence, while U.S. attachés 
in Yugoslavia do not have free access to military units and installations, they are 
we eee general freedom of movement in accordance with diplomatic protocols 
c above, 
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Mr. Aparr. How about the other people, can they freely go about? 

Mr. MacPuam. Yes. There has been a noticeable change in Yugo- 
slavia in recent years. The Government has accepted an increasi 
number of U.S. technicians in a fairly wide variety of the sectors of the 
economy, in agriculture and industry. On balance we certainly feel 
that the relationships between the American aid program and the 
Yugoslav Government in many sectors of the economy have been im- 
proving markedly. 

Mr. Aparr. Thank you. 

General, what type Nike are we sending over there now ? 

General Gururie. To NATO countries we have a composite ty 
battalion which includes a mixture of both the Ajax and the Hercules 
with a launcher that takes care of either. 

Mr. Apair. Interchangeable, really. 

General Guruete. That is right. 

[Security deletion. ] 

Mr. Aparr. Thank you, General. 

Now, an observation on our Berlin situation. This is not so much 
a question as my own thinking on it, and I suppose this should be ad- 
dressed to Mr. MacPhail or Mr. Merchant. 

Our program for this year in Berlin includes housing which we are 
buying from Finland. It includes student housing. It includes funds 
toward the erection of a medical center. 

Now, gentlemen, just giving you one man’s thinking, in view of the 
figures which were presented with respect to the economy of West 
Berlin, I think we would find it difficult to justify expenditures for 
those purposes. 

However, let me move on to say that because of the special situation 
with respect to Berlin this year, I for one do not expect to raise that 

int. I think I would be po our Government a disservice if I did. 

ut at the same time I do want to say to you gentlemen that I think 
that is a bad type of an expenditure, having in mind our own needs 
and the state of the West Berlin economy. That is my own observation. 

Mr. Mercuant. Could I comment on that briefly, sir? 

I would agree entirely with you if Berlin wasn’t separated by 110 
miles from the nearest free world country. The morale of the 2.25 
million people in West Berlin is a very important political fact. Those 
people went through an awfully rough time in the blockade 10 years 
ago. They have been awfully stout practitioners of democracy in 
the 10 years since. They are threatened today with gradual extinc- 
tion as freemen as they haven’t been threatened before and they rely 
really on our presence, the presence of the United States in West 
— to gird up their spirits against the threat which surrounds 
them. 

I think our presence has to be more than purely military. I think 
it is important that we should be belping to build a hospital there, 
that we should be doing things other than just have soldiers there, as 


ledges of our permanence, as long as we are needed to protect them. 
there is a psychological or political fact which I think is amply 
justified, but you have to look at the map, so to speak, to support it, 
Mr. Aparr. We keep that constantly in mind, believe me. 
Mr. Mercuant. If Berlin were in the middle of West Germany or 
a else in the free world I would agree with your statement 
entirely. 
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Mr. CarnaHAN. The time of the gentleman has expired. 

Mr. Beckworth. 

Mr. Becxwortu. Mr. Merchant, you have read the Draper report? 

Mr. Mercuant. Yes, sir. 

Mr. Beckworrtu. Insofar as it might represent the area with which 
you are identified, what do you think about the recommendations? 

Mr. Mercuant. General Guthrie directly answered a comparable 
question a little earlier, Mr. Beckworth. 

The figure we are asking for here is to my mind the absolute rock- 
bottom figure. Quite clearly, more money could be used effectively. 

Now, I am not in a position really to comment specifically on the 
recommendations of the Draper report because those recommendations 
and the report itself are at the present moment under the considera- 
tion of the administration. 

Mr. Becxwortn. What I am seeking to get is an answer with refer- 
ence to how it might apply to your area as you understand the report. 
I know you couldn’t give an exact answer as to the overall picture, 
but surely since they were in your area, certain members of the com- 
mittee, you had occasion to converse with them and no doubt part of 
what was told them by you people had an influence on their final 
recommendations. 

Mr. Mercuant. Yes; the bulk of their recommendations for addi- 
tional appropriations was directed directly at the NATO area. I 
might ask the General if he would comment. 

eneral Gururie. Yes, sir. It largely applies to military hardware 
for the NATO countries and as I was present yesterday when General 
Draper testified, I know that his opinion is that the figure of $1.6 
billion which we are on record as requesting is short by $400 million. 
At the moment the administration has neither rejected nor accepted 
his committee’s recommendation and we are defending today our re- 
quest for the $1.6 billion. 

I think in general terms that if the additional money were received 
it would expedite particularly the build-up of modern weapons, it 
would enhance our ew wa in the form of maintenance and force off - 
tiveness and it could indeed be very, very usefully employed. 

Mr. BeckwortH. How soon do you think the Department may have 
& position as to whether it is for or against it—the Department with 
which you are associated? General Draper indicated whatever is 
done should be done rapidly. 

General Gururte. It is my impression it is in the White House right 
now, sir. 

Mr. Beckwortu. Thank you. 

Mr. CarnaHan. Mr. Fascell. 

Mr. Fascetu. This is one directed to the General. 

General, in the formulation of the program by countries within the 
European area, is it pee responsibility for the ultimate coordination 
of the total program 

General Gurr. Well, in a sense it is, sir. Of course, we are in 
the first instance guided by the recommendations of General Norstad 
who has the responsibility for defending the area as to what he thinks 
he needs in the form of military requirements. These are then proc- 
essed through the Joint Chiefs of Staff and within the Pentagon Build- 
ing, I have only Europe as my primary interest, but there are those 
concerned with other areas of the world who also have interests. 
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Mr. Fasceitz. General, I didn’t mean on the establishment of force 
objectives. 

General GuTuriz. No, sir, but we try to respond to those force ob- 
jectives in a systematic and logical manner, in each yearly increment. 

Mr. Fascett. That starts with the MAAG group 1n recipient coun- 
tries, does it not? 

General Gururim. Yes, sir. 

Mr. Fascett. When the MAAG group formulates a program agreed 
upon by the country team, where does it go from there ? 

General Gururie. It goes first to the unified commander—in our 
case EUCOM, and then it comes back here-—— 

Mr. Fasce.. It goes to you, does it not ? 

General Gururiz. Yes, sir. 

Mr. Fascetx. Actually, as far as Norstad is concerned, the appli- 
cation of his requirements are purely on the objectives which he seeks 
to obtain and not on the programing of those requirements 

General Guturie. Yes, sir, that is true, initially. 

Mr. Fascexu. It is my understanding—and correct me if I am 
wrong, that at EUCOM they assemble the country requests and send 
them to you and that is about the extent of their effort. 

General Gururie. No, sir, that is not the extent of their effort. 
They evaluate all these reports and make recommendations, some 
favorable, some otherwise. 

We, of course, have the advantage of a little wider opportunity to 
learn the production aspects, what the services will have available at 
a certain time, what might be delayed and therefore not feasible 
to include in any given year, and those factors are ground into it in 
the Pentagon Building. 

Mr. Fascetu. But the real modification, if any, of a country pro- 
gram is made in your shop. 

General Guturm. Well, any that aren’t already made before it gets 
there. It would be more accurate to say that they are made in the De- 
partment of Defense rather than only in my shop. 

Mr. Fascetx. I have understood with some of these country teams, 
and with some of the MAAG groups and maybe all of them that the 
extent of their effort is to program the deficiency, that this only 
to list requirements. Do I make myself clear? They have a force 
objective. They know how much has been achieved and they present 
a requirement for the balance. 

General Gururie. I think that is a valid statement with the excep- 
tion that they also have a responsibility for spare parts and other 
things that keep the existing forces operational. And that is where 
they can be very, very useful. 

Mr. Fasce.u. Does the total objective for a particular country and 
thereby the requirement change annually ? 

General Gurnee. No, but it could. It is reviewed here ee 
but in the European countries at least, it is more or less consistent wi 
General Norstad’s overall NATO requirements which he has laid 
out on the basis of a 5-year progression. 

Mr. Fasceti. And modernization isa Norstad requirement. 

General Guturie. That is one of his very most important require- 
ments. 
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Mr. Fascett. This is tantamount to a force objective for the 
country. 

General Gururie. That is correct; yes, sir. 

Mr. Fascett. That is all I have, Mr. Chairman. 

Mr. Carnanan. Mr. Judd. 

Mr. Jupp. I want to go into this Yugoslav business a little more 
because I am so perplex about it. 

For instance, let’s take the statements that both Mr. Merchant and - 
Mr. MacPhail made. On page 8 of Mr. Merchant’s statement he says: 
* * * we do not demand, as a price of our cooperation, that other nations re- 
make themselves in our image. We do not demand subservience. Where any 
state shows a resolution to maintain its independence and to honor its inter- 
national obligations and responsibilities, we believe it is in the interest of the 
United States to assist that state to survive. 

Even though it is an avowed enemy of the United States ¢ 

Mr. Mercuant. I would not describe Yugoslavia as an avowed 
enemy of the United States. Perhaps I could put this off the record. 

Mr. CarnaHan. Off the record. 

(Discussion off the record.) 

Mr. Jupp. Do all of our allies in NATO support us in this positiont 

Mr. Mercuant. With respect to assistance to Yugoslavia ‘ 

Mr. Jupp. Yes, sir. 

Mr. Mercuant. To the best of my knowledge, yes. I would like 
to again confirm that for the record, sir. 

r. Jupp. They naturally wouldn’t get up and oppose us if we 
wanted to do it under the circumstances, but I mean privately, do 
they feel we are following a wise policy ? 

Mr. Mercuant. I have never heard privately or publicly any ex- 
pressed criticism of our policy in NATO circles and the British and 
the French as you know almost from the outset collaborated with us 
on the matter of economic assistance to Yugoslavia. I will let that 
record stand subject to modification. 

Mr. Jupp. What does De Gaulle think when these gunrunners into 
north Africa are found to have their ships loaded with arms from 
Yugoslavia, going to the rebels against France ? 

Mr. Mercuant. I can imagine what his reaction is under those 
circumstances, but I have not heard him or the French express 
themselves. 

Mr. Jupp. Thank you very much. 

Mr. Carnanan. Mr. Beckworth. 

Mr. Beckworru. With reference to the Tito matter, we had a very 
ery statement given here the other day. I assume that is the state- 
ment from which you were quoting, Dr. Judd. 

Mr. Jupp. Yes. 

Mr. Becxworru. If someone in the Department could read that 
statement and make comments at the proper place in the record, it 
5 be helpful to the members of this committee. 

you get the idea that Tito purposely ever undertakes to injure 
the Communist cause? 

Mr. Mercuant. I don’t know exactly how to answer that. 

__Mr. Becxwortn. I don’t want to be contentious about it. I assume 
if you find evidence that he has, it would be well to put that in the 
record, in view of the conversation that has taken place between you 
and Dr. Judd. 
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Mr. Mercuant. He has, beyond doubt, in words and actions, in 
fact, injured the Moscow cause. Whether or not this has been inten- 
tional is really a subjective judgment. : 

Mr. Becxwortn. Is there any other Communist ruler one could 
compare with him ? | 

Mr. Mercuant, Off the record. 

Mr. Carnanan. Off the record. 

( Discussion off the record. ) 

Mr. Breckwortu. Is there any thought that somewhere down the 
line, if he lives long enough, he might change and work with us more 
closely than he has evidenced his willingness to do thus far? Mr. 
Tito? Isthat thought entertained at all? 

Mr. Mercuant. Yes, he has had a very bitter experience when after 
the reconciliation with Mr. Khrushchev he turned to a very substantial 
economic reliance on the Soviet Union and with the result that for 
alleged reasons of misbehavior the ax just chopped off, as Mr. Mac- 
Phail was describing, the economic projects whith were severed in mid- 
career by the Soviets. 

Mr. Becxwortu. To what extent could this be the case, that he 
believes by doing as he has been doing with reference to the NATO 
countries and with reference to the Soviet Union, that he might be 
doing more for his people in this manner than if he proceeded other- 
wise? Could this be in the back of his mind? 

Mr. Mercuant. Yes, I think unquestionably a very powerful ele- 
ment in his thinking is his concept of what the best situation is for 
Yugoslavia. 

r. Beckwortu. That is all, Mr. Chairman. 

Mr. CarnauHan. Are thereany further questions? 

Mr. Jupp. I have two short questions. 

How much military ut are the Yugoslavs buying from 
the United States, General 

General Gururm. They have interviewed us, I think twice, during 
the past year, primarily with reference to spare parts to keep their 
equipment which we had furnished them, keep that going, and hee 
have inquired as to the availability of some of the aircraft whic 
were cut off at the time our agreement was terminated. 

Mr. Jupp. They want to buy them? 

General Gururim. They have approached us on that basis. 

Mr. Jupp. To the extent we are giving them economic aid, we are 
helping them militarily because they can use their own resources then 
A ike our weapons, though officially we are giving them no military 
aid. 

General Guturm. We give them no military assistance. 

Mr. Jupp. To the extent that we give them economic aid, we re- 
lieve them of an economic burden so they could use their own re- 
sources to buy our arms. 

General Guturie. Yes. 
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STATEMENT OF CHARLES H. SHUFF, DEPUTY ASSISTANT SECRE- 
TARY FOR MILITARY ASSISTANCE PROGRAMS, OFFICE OF THE 
ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


Mr. Suurr. They have contracted to purchase $2,701,000 worth and 
of that $1,828,000 has already been delivered. 

Mr, CarnaHAN. That is during what period? 

Mr. Suurr. That is through this year, and I say I don’t have it 
broken down by years. 

Mr. CarnauHan. Any further questions? 

Mr. Jupp. I wish there could be some more adequate justification of 
the Development Loan Fund’s rushing in promptly to take over 
the projects on which the Soviet Union defaulted. Why do we have 
to be so hasty about that? Why not let them sweat a little bit and 
let everybody see what happens when a country makes agreements 
with the Soviet Union ? ey are not going to fall overnight. 

Mr. Mercuant. I think to do so promptly, sir, is a logical exten- 
sion or reflection of the policy we are following and, as I said, this 
is an arguable policy and it is one that is taken with your eyes open, 
not because we regard it as a sure thing by a long shot. 

Mr. Jupp. That is all. Thank you very much. 

Mr. Suurr. Mr. Chairman, I think Mr, Fascell has still a portion 
of the question he asked a minute ago still unanswered in his mind. 
I wondered if I might supplement the record just a little bit on it. 

As far as the MAAG and the country team in the situation that he 
was describing, and their actions in this programing process are con- 
cerned, on the basis of the guides supplied to them they establish re- 
quirements. They do not establish programs. In establishing these 
requirements which then go back through the unified commands and 
back to Washington here to the various other agencies that are con- 
cerned, they not only take in the requirements, they also take in the 
assets in hand, the hardware assets in hand of the country at the time. 

In addition to that, of course, they also take into consideration the 
capabilities, other than hardware assets of the country at that time 
and I think that is the point Mr. Fascell wanted to get to. 

Does that satisfy your question 

Mr. Fascetu. It is one of the points I wanted to get to. The other 
was whether or not here in the General’s department, in the area 
where he has jurisdiction, that there is identifiable per country the 


total programing time for the particular force objective applicable to 
that country. "So that if I were to review your documents I could 
say, “This force objective was established for country X January 
1, 1959, and we are programing to arrive at it in 2 years, 3 years, 4 
years, or 5 years,” and I can come along later and see any change in this 
force objective with a subsequent change in the programing, all of 
which would be reflected in your records. 

Until I can understand that process, all of this means nothing to me. 

Mr. Suurr. Mr. Fascell, I can guarantee you that is exactly what 
happens. One of the advertising gop points of this program that we 
tale about at considerable length is this flexibility. There is nothing 


firm and concrete on the general subject of force objectives. Having 
lived through this program for 10 years, we find, looking back, that 
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the force objectives have indeed changed several times during the 
course of that 10-year span. 

Mr. Fascetu. I wot expect that. 

Mr. Suourr. And I expect probably they will change again in time 
to come. 

With a due change—now, I don’t know whether we could display 
for you a May to June, or a January to June change as such, but the 
implementation of the program, the delivery of the program is based 
on the then current force objectives and it is for that reason that the 
programs that we deliver to these countries are not very much like the 
presentation books 2 years later. 

Mr. Fascetu. Agreed, but what I am getting at is this: Can you tell 
me with respect to a particular country, the exact status of our pro- 

m on a given date as against the force objective which is current 
for that country, so that I would have the opportunity of knowing 
just exactly where we are? 

Mr. Suvurr. Whether I can do it in that exactitude—I would say I 
can do it in that ball park. 

Mr. Fascetx. In order for me to arrive at an analysis of this pro- 

as represented in this book, I would have to relate it to each 
individual country and then by regions as to the exact status of where 
we are and where we expect to go, beaiinig in mind the force objectives 
in each country and the region. 

Mr. Suurr. I can assure you that the programs listed by countries 
in this book and as it relates to the NATO are certainly what we are— 
what the force objectives are as established by the Joint Chiefs of 
Staff and the first priority on here is in furtherance of [security dele- 
tion] the current force goal objective of NATO and SHAPE. 

Mr. Fascetx. Well, I may have missed some testimony and I ma 
not be sufficiently acquainted with the facts, but it occurs to me that 
have never heard an exact answer as to just where we are. We know 
we are progressing, we are changing from old equipment to new 
equipment; we are putting the most of our money in modernization 
and we are getting away from standing troops. In general terms, I 
a the direction in which we are moving, but in specific terms 

o not. 

Now, whether this is my fault or somebody else’s, I wouldn’t care to 
state at this point. I will take the blame for it. I just want to know 
that the information which I seek is readily available. That is all. 

Mr. Suurr. To try and stop the clock in this program and as of a 
given minute of a given day for me to tell you or any of the vast number 
of people who work on this program, exactly the status of a given 
rag program would be pretty close to impossible, because, in the 
first P ace, there would be things on order not yet delivered; there 
would be things in the process of delivery; there would be things on 
the dock not yet received and you could carry this almost to infinity. 

Mr. Fascety. Withone exception. A military man must know what 
besarte every morning. 

r. Suurr. Mr. Fascell, what he’s got this morning he is already 
training on. Let’s take the case of Holland or Belgium. The military 


man—our military man, the MAAG chief and the chief of staff of 
the Belgian Army—knows what he’s got this morning because he got 
it before yesterday and is traineil on it and can use it. 
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Now, he also knows what he is going to get tomorrow. He cannot 
stipulate what he is going to get a month and a half from now on a 
given day but he does know what he has today and he does know what 
he is about to get. 

Mr. Fascett. Thank you. 

Mr. Jupp. Mr. Chairman, I have one question for the record. No, 
I oy ask it on the record, I beg your pardon. It is classified. Leave 
it off. 

(Discussion off the record.) 

Mr. CarnaHan. Thank you, gentlemen. The committee stands 
adjourned. 

i Wineence. at 1:05 p.m., the committee adjourned, to reconvene 
at 10:30 a.m., Monday, April 27, 1959.) 








